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Introductory 


WITH  the  adoption  of  the  Sixteenth  Amendment  to 
the  Constitution  of  the  United  States  and  the 
enactment  of  the  revenue  law  of  19 13,  the  income  tax 
becomes  an  important  part  of  our  Federal  revenue  system. 
While  the  people  of  s<Mne  of  the  States  have  become 
feuniliar  with  income  taxes  and  their  special  methods  of 
collection,  the  taxes  to  which  the  people  of  New  York 
have  been  accustomed  are  mainly  property  taxes,  usually 
assessed  without  consulting  the  taxpayer,  who,  however, 
is  given  an  opportunity  to  object  if  he  desires.  The  in- 
come tax,  is  not  a  property  tax,  but  is  levied  on  the 
earnings  of  property  and  persons,  and  on  those  gains, 
profits  and  acquisitions  which  are  included  in  the  term 
"'income."  These  are  so  entirely  within  the  knowledge 
of  the  taxpayer  that  a  tax  upon  them  cai^iot  properly 
be  assessed  without  his  help.  Accordingly  the  new  law 
requires  the  filing  of  a  sworn  annual  return,  to  be  used 
as  a  basis  for  assessing  the  tax. 

Although  the  law  thus  requires  the  help  of  the  tax- 
payer in  fixing  the  amount  to  be  paid,  it  does  riot  rely 

entirely  upon  the  information  received  from  him,  but  lays 
a  burden  of  responsibility  upon  other  members  of  the 
community,  by  making  them  responsible  for  the  collec- 
tion of  a  portion*  of  the  tax.  This  is  the  much  discussed 
provision  for  ''collection  at  the  source.'' 

These  new  and  important  duties  an'd  responsibilities 
have  made  it  necessary  for  a  large  number  of  persons  to 
have  a  fairly  comprehensive  knowledge  of  the  law,  and 
this  little  book  has  been  compiled  in  the  hope  of  afford- 
ing  assistance  to  such  persons. 

It  should  be  remembered  that  the  law  is  a  new  one, 
that  some  of  its  provisions  are  confusing  and  likely  to 
cause  a  difTerence  of  opinion,  and  that  it  is  yet  to  be  con- 
strued by  the  Treasury  Department  and  the  courts. 

As  the  book  is  intended  primarily  for  the  individual 
taxpayer  the  corporation  tax  is  given  but  little  attention. 
The  full  text  of  the  law  is  printed  at  the  end  of  the  vol- 
ume together  with  the  regulations  governing  "collec- 
tion at  the  source." 


PART  Aiialygis 

WHO  ARE  TAXED. 

The  United  States  income  tax  law  011913  im- 
poses a  tax  on  the  net  income  of  the  following : 

Every  citizen  of  the  United  States,  whether  re- 
siding at  home  or  abroad. 

Every  resident  of  the  United  States,  though  not 
a  citizen  thereof. 

Non-resident  aliens,  on  property  owned  and 
business,  trade  or  profession  carried  on  in  the 
United  States. 

Corporations. 

METHODS  OF  COLLECTION. 

Three  methods  of  collection  are  provided  by  the 
law: 

(1)  Payment  by  the  taxpayer  in  person. 

(2)  Payment  by  representative  (guardian,  trustee, 

recdlTer,  etc.) 

(3)  Payment  at  the  source  of  the  income. 

RATES  OF  TAXATION. 

Normal  Tax.  1%  on  net  annual  income,  above  a  ^eci* 
fied  minimum,  of  every  individual. 

Additional  Tax. 

Ifi  addition  to  the  Normal  tax,  individuals  in 
receipt  of  incomes  above  $20,000  per  year  are  taxed 
on  the  excess  as  follows: 

1%  on  income  over  $20,000  and  not  over  $50,000 
.  2%  50,000  75,000 

3%  75,000  100,000 

4%  100,000  250,000 

5%  250,000  500,000 

6%  500,000 
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RATES  OF  TAXATION— Continued 


Domestic  Corporations  are  taxed  1%  on  their  entire 
net  income,  and  foreign  corporations  at  *he  same 
rate  on  their  entire  net  income  from  business 
transacted  and  capital  invested  in  the  United 
States.  Corporations  have  no  minimum  exemp- 
tioni  and  are  not  subject  to  the  additional  tax. 
Certain  kinds  of  corporations,  not  organized  for 
profit,  are  exempt  from  the  tax. 

Holding  companies,  deriving  their  income  from  divi- 
dends of  other  companies  appear  to  be  taxed  on 
their  entire  net  income. 

THE  TAX  PERIOD. 

FcM-  1913  the  tax  will  be  computed  on  the  income 
from  March  ist  to  December  31st,  both  dates  in- 
clusive. For  this  year  only  five-sixths  of  the  ex- 
emptions and  deductions  will  be  allowed. 

For  all  subsequent  years  the  tax  will  be  on  the 

income  for  the  calendar  year. 

Corporations  may  designate  the  last  day  of  any 

month  as  the  end  of  their  fiscal  year  but  must  give 
notice  to  the  district  collector  thirty  days  prior  to 
the  date  for  hling  return. 

TAXABLE  INCOME. 

Subject  to  the  exemptions  and  deductions  which 
the  law  expressly  allows,  the  net  income  of  a  taxable 
person  shall  include  the  following: 

Gains,  profits  and  income  derived  from 

salaries,  wages  or  compensation  for  personal  service 
of  whatever  kind  and  in  whatever  form  paid,  or 

from  professions,  vocations,  businesses,  trade,  com- 
merce, or 

sales  or  dealings  in  property,  whether  real  or 

personal,  growing  out  of  the  ownership  or  use  of 
or  interest  in  real  or  personal  property,  also  from 


S 


TAXABLE  INCOME— Continued 


interest,  rents,  dividends,  securities  or  the 

tiansaction  of  any  lawful  business  carried  on  for 
gain  or  profit,  or  from 

any  source  whatever,  including  the  income  from  but 

not  the  value  of  property  acquired  by  gift,  be- 
quest, devise  or  descent. 

With  reference  to  the  foregoing,  it  must  be  re- 
membered that  only  gain,  profits  and  income  in  the 
nature  of  gains  and  profits  are  included,  and  there- 
fore transactions  which  result  merely  in  a  change 
in  the  form  of  capital,  as  for  instance  the  conversion 
of  real  estate  into  money,  not  yielding  a  gain  or 
profit,  or  the  collection  of  a  matured  bond  or  note, 
are  not  to  be  included  as  income* 

The  language  used  in  relation  to  transactions  in 
real  and  personal  property  is  not  clear  and  will  re- 
quire interpretation*. 

For  the  purpose  of  the  Additional  tax  the  income 
of  an  individual  is  required  to  embrace  the  share  to 
which  he  would  be  entitled  in  the  gains  or  profits 
of  any  corporation  which  may  be  formed  or  fraudu- 
lently made  use  of  to  evade  the  tax  by  permitting 
such  gains  or  profits  to  accumulate. 

EXEMPT  INCOME. 

The  proceeds  of  life  insurance  policies  paid  upon 

the  death  of  the  person  insured,  or  payments  made 
by  or  credited  to  the  insured,  on  life  insurance,  en- 
dowment, or  annuity  contracts,  upon  the  return 
thereof  to  the  insured  at  the  maturity  of  the  term 
mentioned  in  the  contract,  or  upon  the  surrender  of 
the  contract. 

Interest  on  the  obligations  of  any  State  or  poli- 
tical subdivision  thereof ;  of  the  United  States  or  any 
of  its  possessions. 

Compensation  of  the  present  President  of  the 
United  States ;  also  of  the  United  States  judges  now 
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EXEMPT  INCOME— Continued 


in  office;  and  of  the  officers  an'd  employees  of  the 
States  and  political  subdivisionls  thereof,  except 
where  such  compensation  is  paid  by  the  United 

States  Government. 

These  exemptions  are  in  addition  to  the  ^>ecific 
exemption  of  $3,000  or  $4,000  allowed  by  law. 


DEDUCTIONS* 

In  computing  net  income  for  the  Normal  tax  of 
1%  the  law  permits  certain  deductions.  These  it 
will  be  noted  principally  apply  to  income  derived 
from  the  transaction  of  business.  Living  expenses 
may  not  be  deducted,  as  they  are  covered,  according 
to  the  tiieory  of  the  law,  by  the  specific  exemption 
of  $3,000  or  $4,ooo. 

What  may  be  deducted  in'  computing  income  for 
the  Additional  tax,  is  not  specified  but  with  reference 

to  such  tax  the  following  language  is  used : 

"All  the  praviskms  of  tiiis  secticm  relating  to  individuals 
who  are  to  be  diai^^eable  wi^  the  normal  income  tax,  so 

far  as  they  are  apphcable  and  are  not  inconsistent  widi  tiiis 
subdivision  of  paragraph  A,  shall  apply  to  the  levy,  assess- 
ment, and  colle^ion  of  the  additional  tax  impoted  under 
this  section." 


Deductions  in  computing  income  for  Normal  tax. 

1  Necessary  expenses  actually  paid  in  carrying 
on  any  business,  not  including  personal,  living,  or 
family  expenses. 

2  All  interest  paid  within  the  year  by  a  taxable 
person  on  indebtedness. 

3  All  taxes  paid  within  the  year,  but  not  assess- 
ments for  local  benefits* 

4  Losses  actually  sustained  during  the  year,  in- 
curred in  trade  or  arising  from  fires,  storms,  or 
shipwredc  and  not  oxnpensated  for  by  insurance  or 
otherwise. 
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DEDUCTIONS— Continued 


5  Debts  due  to  the  taxpayer  actually  ascertained 

to  be  worthless  and  charged  off  within  the  year. 

6  A  reasonable  allowance  for  the  exhaustion, 
wear  and  tear  of  property  arising  out  of  its  use  or 
employment  in  the  business.  In  the  case  of  mines 
this  allowance  is  not  to  exceed  5%  of  the  gross 
value  of  the  output.  No  allowance  under  this  head 
may  be  claimed  for  restoring  property  for  which  a.n 
allowance  is  or  has  been  made.  No  allowaivce  is 
made  for  new  buildings  and  permanent  improve- 
ments. 

7  Dividends  from  any  corporation  which  is  tax- 
able on  its  net  earnings  under  the  corporation  tax 
provision  of  this  law. 

8  The  amount  of  income  on  which  the  tax  has 
been  withheld  or  paid  at  its  source. 

9  If  income  received  from  the  interest  on  United 
States,  State  <w  municipal  bonds  is  included  in  the 
statement  of  gross  income,  it  should  be  deducted  in 
making  up  the  statement  of  net  income.  The  same 

is  true  of  the  amounts  received  as  salary  by  the 
officers  of  a  State  or  subdivision  thereof. 

Net  income  o£  non-resident  aliens. 

The  net  income  from  property  owned  and  busi- 
ness carried  on  in  the  United  States  by  p^sons 
residing  elsewhere  is  to  be  computed  according  to 
the  foregoing  method  and  the  method  prescribed  for 

foreign  corporations  in  paragraph  G.  of  the  act  in 
so  far  as  applicable. 

SPECIFIC  EXEMPTIONS. 

From  the  amount  of  the  net  income  ascertained 
as  provide  in  tiie  act,  the  law  permits  the  deduction 
by  each  person  of  $3,000,  plus  $1,000  additional  to  a 

married  man  living  with  his  wife,  or  a  married 
woman  living  with  her  husband;  but  in  no  event 
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SPECIFIC  EXEliPTIONS— Continued 

shall  this  additional  exemption  of  $1,000  be  deducted 

by  both  a  husband  and  wife,  and  only  one  deduction 
of  $4,000  shall  be  made  from  the  aggregate  income 
of  both  husband  and  wife  when  living  together. 


RETURN  OR  REPORT  OP  INCOME. 

The  law  requires  a  return  to  be  made  by 

"each  person  of  lawful  age,  except  as  hereinafter 
provided,  subject  to  the  tax  *  *  *  *  and  having  a 
net  income  of  $3,000  or  over  for  the  taxable  year." 

Minors:  The  returns  of  persons  under  twenty- 
one  years  of  age  are  to  be  made  by  their  guardians 
or  trustees. 

"Guardians,  trustees,  executors,  administrate^^, 
agents,  receivers,  conservators,  and  all  persons,  cor- 
porations or  associations  acting  in  any  fiduciary  ca- 
pacity, shall  make  and  render  a  return  of  the  net 
income  of  the  person  for  whom  they  act,  subject  to 
this  tax,  coming  into  their  custody  or  control  or 
management." 

Persons  or  corporations  withholding  tax  at 
source:  Where  the  tax  is  withheld  at  the  source, 
the  law  requires  a  return  to  be  made  "s^>arate  and 
distinct"  of  the  portion  of  the  income  of  each  per- 
son from  which  the  Normal  tax  has  been  withheld, 
giving  the  name  and  address,  if  known,  or,  if  un- 
known, stating  that  fact.  Under  certain  circum- 
stances, referred  to  under  "Collection  at  the  Source," 
the  person  whose  tax  is  thus  paid  may  file  a  return 
with  the  withholding  agent,  who  will  then  make  this 
a  part  of  his  own  return. 

CcMTporstiona. 

All  taxable  corporations  must  make  an  annual 
return.  The  statute  specifies  what  such  return  must 

include  and  what  deductions  may  be  made. 
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CORPORATIONS— Continued 

Cases  where  no  return  is  required. 

Persons  liable  for  the  Normal  tax  only  (i%),  on 
their  own  account  or  in  behalf  of  another,  are  not 
required  to  make  return  of  the  income  derived  from 
dividends  on  capital  stock  or  from  net  earnings  of 
cofporatiions»  etc.,  taxable  on  their  net  income. 

Any  person  for  whom  a  return  has  been  made 
and  the  tax  paid  or  to  be  paid  by  another  shall  not 
be  required  to  make  a  return  unless  such  peiison 
has  otiher  net  income. 

Partnerships  are  not  taxable  and  do  not  make  a 
return.    The  commissioner  or  collector,  however, 

may  require  a  statement  of  profits  and  the  names  of 
the  persons  who  would  be  entitled  to  them  if  dis- 
tributed. The  taxable  partners  are  required  to  in- 
clude in  their  individual  returns  their  share  of  the 
profits  whether  divided  or  not 

Form  and  contents  of  retiuiL 

The  return  must  be  in  such  form  as  the  Com- 
missioner of  Internal  Revenue,  with  the  approval 
of  the  Secretary  of  the  Treasury,  shall  prescribe, 
setting  forth  specifically  the  gross  amount  of  income 
from  all  separate  sources,  including  the  share  of  the 
taxpayer  in  the  profits  of  any  partnership,  whether 
the  profits  have  been  divided  or  not,  and  from  the 
total  thereof  deducting  the  aggregate  items  or  ex- 
penses and  allowance  authorized.  The  return  must 
be  verified  by  oath  or  affirmation.  In  due  course  the 
Commissioner  of  Internal  Revenue  will  prepare 
forms  upon  which  such  reports  may  be  made. 

Return  for  Additional  tax. 

Every  person  subject  to  the  Additional  tax  is  re- 
quired to  make  a  personal  return  of  his  total  net  in- 
come from  all  sources,  corporate  or  otherwise,  under 
rules  and  regulations  to  be  prescribed  by  the  Com- 
missioner of  Internal  Revenue  and  approved  by  the 
Secretary  of  the  Treasury. 
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RETURN  FOR  ADDITIONAL  TAX— Continued 


Time  and  place  of  filing  returns. 

Returns  must  be  filed  on  or  before  March  ist  of 

each  year,  with  the  collector  of  the  district  within 
which  the  person  making  the  return  lives  or  has  his 
principal  place  of  business,  or  in  the  case  of  a  person 
living  abroad,  in  the  district  where  his  principal  busi- 
ness in  the  United  States  is  carried  on.  One  of  sev- 
eral joint  executors,  guardians,  receivers,  agents, 
etc,  may  file  the  return  in  the  district  where  he  re- 
sides or  where  the  will  or  other  instrument  under 
which  he  acts  is  recorded,  under  such  regulations  as 
th€  Secretary  of  the  Treasury  may  prescribe.  Cor- 
porations file  their  returns  in  the  district  where 
their  principal  place  of  business  is  located. 


ASSESSMENT  AND  PAYliENT  OF  TAX. 

All  assessments  of  the  tax  are  to  be  made  by  the 
Commissioner  of  Internal  Revenue  and  all  persons 
notified  of  the  amounts  for  which  they  are  liable  on 
or  before  June  1st  in  each  year.  The  tax  must  be 
paid  on  or  before  June  30th.  If  a  corporation  d^ts 
to  use  a  fiscal  year  instead  of  the  calendar  year  its 
tax  must  be  paid  within  120  days  after  the  date  on 
which  it  is  required  to  file  its  return. 

WHEN    COMMISSIONER    WILL    MAKE  THE 
RETURN. 

In  case  of  a  refusal  or  neglect  to  make  the  re- 
quired return  or  in  case  of  a  false  or  fraudulent  re- 
turn, the  Commissioner  of  Internal  Revenue  on  dis- 
covery thereof  at  any  time  within  three  years  after 
said  return  is  due  is  required  to  make  a  return  upon 
information  obtained  by  him  as  provided  by  law 
and  he  will  then  fix  the  assessment  and  give  notice 
thereof.  The  law  requires  that  the  tax  shall  immed- 
iately be  paid  upon  notificatian  of  the  assessment 

II 


COLLECTION  AT  THE  SOURCE 


Many  of  the  difficulties  and  complexities  of  the 
new  law  center  around  this  portion  of  the  act,  and  it  is 
important  that  those  who  are  affected  should  under- 
stand the  duties  and  responsibilities  which  the  law 
places  upon  them. 

The  provision  for  collection  of  the  tax  at  the 
source  of  the  income  applies  only  to  the  Normal  in- 
come tax  on  individuals.  Corporations  will  them- 
selves pay  the  entire  tax  to  which  they  are  liable 

and  the  law  does  not  require  that  any  part  of  it  shall 
be  withheld  at  the  source  of  the  income. 

Tenants  paying  rent,  mortgagors  paying  interest, 
ttoiployers  paying  salaries,  etc.,  where  the  amount  is 
fixed  or  determinable  and  exceeds  $3,000  per  year, 
are  required  to  withhold  1%  of  the  amount  and 

pay  the  same  to  the  Government.  The  law  makes 
them  personally  liable  for  the  amount  of  the  tax. 
This  applies  to  all  payments  made  on  or  after  Nov- 
ember ist,  1913. 

A  special  rule  applies  to  interest  on  corporate 
obligations.  The  income  tax  on  such  interest  is  to 
be  withheld  at  the  source,  whether  the  amount  is 
$3,000  or  less.  In  other  words,  a  person  presenting 
for  payment  a  railroad  coupon  for  $20  may  have  the 
tax  of  1%  deducted  from  the  amount.  Methods  arc 
provided  by  which  this  deduction  may  be  prevented 
or  the  amount  reclaimed  by  persons  not  subject  to 
the  tax. 

The  following  is  a  more  detailed  statement  of 
these  features  of  the  law: 

When  and  by  whom  tax  withheld. 

On  and  after  November  ist,  19 13 

All  persons,  firms,  companies,  etc.,  in  whatever 
capacity  acting,  including  lessees  and  mort- 
gagors of  real  and  personal  property, 

trustees  acting  in  any  trust  capacity. 


COLLECTION  AT  THE  SOURCE— Continued 


executors,  administrators,  agents,  receivers,  con- 
servators, employers  and  all  officers  and  em- 
ployees of  the  United  States 

having  the  control,  receipt,  custody,  disposal  or 
payment  of 

Interest 
Rent 
Salaries 
Wages 
Premiums 
Annuities 
Compensation 
Remuneration 
Emoluments  or 
other 

but  not  including  dividends  on  corporaJdom 
which  are  taxed  on  their  earnings 

are  authorized  and  required  to  deduct  and  with- 
hold an  amount  sufficient  to  pay  the  Normal 
tax  thereon  (1%)  and  shall  pay  the  same  to 
the  officer  of  the  United  States  authorized  to 
receive  it 

Each  such  person,  etc.,  is  made  personally  liable 
for  the  tax. 

Each  such  person,  etc.,  is  also  required  to  make  a 
return  to  the  collector  of  internal  revenue  of  the 
district,  but  separate  and  distinct,  of  the  portion  of 
the  income  of  each  person  from  which  the  Normal 
tax  has  been  thus  withheld,  and  containing  the  name 
and  address  of  such  person,  or  stating  that  the 
name  and  address  or  the  address  are  imknown. 

No  part  of  the  income  need  be  retained  for  this 
purpose  before  November  ist,  1913. 

X3 


fixed  or  determinable  annual 
gains,  profits  and  income  of 
another  person,  exceeding 
$3,000  for  any  taxable  year 


COLLECTION  AT  THE  SOURCE— Continued 
l^emption  at  source. 

It  is  to  be  noted  that  the  amount  to  be  retained 
and  paid  over  is  not  the  tax  on  the  excess  over 
$3,000,  but  on  the  whole  amount  of  income.  In 
order  to  obtain  the  exemption  ($3,ooo-$4,ooo)  the 
person  from  whose  income  the  tax  is  thus  retained 
should  file  with  the  person  who  is  required  to  with- 
hold and  pay  the  tax  for  him,  a  signed  notice  in  writ- 
ing claiming  the  benefit  of  such  exemption,  and  tharc- 
upon  no  tax  shall  be  withheld  upon  the  amount 
ol  such  exemption.  The  notice  must  be  filed  not 
less  than  30  days  prior  to  the  date  when  the  return 
of  his  income  is  due.  If  this  is  not  done  a  claim 
for  refund  may  be  filed  with  the  collector,  but  this 
would  probably  entail  a  long  delay  and  is  not  to 
be  recommended. 

Deductions  for  expenses,  etc.,  at  source. 

Where  the  tax  is  withheld  at  the  source,  in  order 
to  obtain  the  deductions  for  business  expenses,  taxes, 
etc.,  which  the  law  allows,  the  person  for  whom  iht 
tax  is  withheld  must,  not  later  than  30  days  prior 
to  the  day  on  which  the  return  of  his  income  is  due, 
file  with  the  person  who  is  required  to  withhold  the 
tax  a  true  and  correct  return  of  his  annual  gains, 
profits  and  income  from  all  other  sources,  and  also 
the  deductions  asked  for,  which  return  will  then  be- 
come part  of  the  return  which  the  person  with- 
holding the  tax  is  required  to  make  in  his  behalf ; 

or  make  application  to  the  collector  of  the  district 

for  the  deductions  claimed. 

If  the  person  is  a  minor,  or  insane,  or  absent 
from  the  United  States,  or  is  seriously  ill,  the  re- 
turn and  application  may  be  made  by  the  person 
withholding  the  tax,  who  must  make  oath  tiiat  he 
has  sufficient  knowledge  to  make  the  required  re- 
turn. 
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COLLECTION  AT  THE  SOURCE-Continued 


Special  rule  as  to  coupons  and  other  corporate  in- 
terest. 

Iri  the  cases  noted  above,  no  tax  is  to  be  with- 
held at  the  source  unless  the  amount  of  income  ex- 
ceeds $3,000.  In  the  case  of  fixed  and  determinable 
annual  gains,  profits  and  income  derived  from  in- 
terest on  bonds,  mortgages,  deeds  of  trust  and  sim- 
ilar obligations  of  corporations,  joint  stock  com- 
panies or  associations  and  insurance  companies*  the 
Normal  tax  (1%)  is  to  be  deducted  at  the  source  in 
all  cases  regardless  of  the  amount  unless  exemption 
is  daimed. 

Foreign  interest,  dividends,  etc 

The  Normal  tax  of  1%  must  be  withheld  from  in- 
come represented  by  "coupons,  checks,  or  bills  of 
exchange  for  or  in  payment  of  interest  upon  bonds 
of  foreign  countries  and  upon  foreign  mortgages  or 
like  obligations  (not  pa3rable  in  the  United  States), 
and  also  from  coupons,  chec]s»,  or  bills  of  exchange 
for  or  in  payment  of  any  dividends  upon  the  stock 
or  interest  upon  the  obligations  of  foreign  corpora- 
tions, associations,  and  insurance  companies  engaged 
in  business  in  foreign  countries."  The  tax  is  to  be 
withheld  although  the  amount  does  not  exceed 
$3,000,  by  any  banker  or  person  who  shall  sell,  col- 
lect, or  "realize"  such  items.  Claim  for  exemption 
and  deduction  may  be  made  as  in  other  cases  of  in- 
come withheld  at  the  source. 

Persons,  firms,  or  corporations  undertddng  as  a 
matter  of  business  to  collect  such  fordgn  interest, 

etc.,  are  required  to  obtain  a  license  and  be  subject 
to  Government  regulations. 

Government,  State  and  Municipal  bonds. 

The  income  from  bonds  of  the  United  States  or 
its  possessions,  the  States  and  the  political  sub- 
divisions of  the  States  is  entirely  exempt  from  tax 
and  from  the  provisions  relating  to  collection  at  the 
source. 


IS 


COLLECTION  AT  THE  SOURCE— Continued 


"Tax  free  bonds." 

When  issues  of  corporate  bonds  contain  a  clause 
to  the  effect  that  the  interest  will  be  paid  without 
deduction  for  any  tax  which  the  makers  of  the  bonds 
may  be  required  to  withhold  under  any  law  of  the 
United  States,  the  income  from  such  bonds  is  not 
tax  exempt,  but  the  makers  of  the  bonds  pay  the  tax 
at  the  source  on  behalf  of  the  bondholders  and  the 
latter  receive  the  interest  without  deduction. 

WHERE  RETURN  UNDERSTATES  INCOME. 

If  the  collector  or  deputy  collector  has  reason  to 
believe  that  the  amount  of  income  shown  by  a  re- 
turn is  understated,  he  will  notify  the  person  mak- 
ing the  return  to  show  cause  why  it  should  not  be 
increased,  and  upon  proof  of  the  amount  under- 
stated may  increase  the  same  accordingly.  In  such 
a  case  the  taxpayer  has  the  right  of  appeal  to  the 
Commissioner  of  Internal  Revenue. 

REFUND  OF  TAXES  WRONGFULLY  EXACTED. 

If  the  collector  insists  upon  the  payment  of  taxes 
which  are  excessive  in  amount  or  otherwise  wrong- 
fully exacted,  the  Commissioner  of  Internal  Revenue 
has  the  right  upon  an  appeal  to  him  to  refund  such 
an  amount  as  may  have  been  improperly  collected. 
Pajrment  under  protest  will  preserve  the  right  of  the 
taxpayer  to  bring  suit  to  recover  the  amount. 

PENALTIES. 

For  knowingly  making  a  false  statement  or  rep- 
resentation in  claim  to  exemption  at  "the  source," 
$300. 

For  non-payment  of  the  tax  when  due  and  for 
ten  days  after  notice  and  demand,  5%  on  the  tax  im.- 
posed  and  1%  monthly,  except  from  estates  of  in- 
sane, deceased  or  insolvent  persons. 
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PENALTIES— Continued 


For  refusal  or  neglect  to  make  a  return  at  "the 
source/'  not  less  than  $20  nor  more  than  ^ifioo. 

For  neglect  or  refusal  to  file  a  return: 
If  for  the  personal  income  tax  a  fine  of  not  less  than 
$20  nor  more  than  $1,000,  and  the  commissioner  is 
required  to  add  $0%  to  the  tax,  unless  the  neglect 
is  due  to  sickness  or  absence.  In  the  latter  case, 
however,  the  return  must  be  made  within  the  addi- 
tional time  granted  by  the  collector,  which  may  not 
be  more  than  thirty  days.  If  for  the  corporation 
tax,  a  fine  of  not  to  exceed  $10,000  and  a  $0%  in- 
crease in  the  tax. 

A  false  or  fraudulent  return  by  a  person  or  an 
officer  of  a  corporation  with  intent  to  defraud  the 
revenues  or  to  defeat  or  evade  the  tax  is  a  misde- 
meanor punishable  by  fine  not  exceeding  $2,000  or 
imprisonment  for  not  more  than  one  year,  or  both, 
and  the  cost  of  the  prosecution.  If  by  a  corporation, 
a  fine  of  $10,000  may  be  imposed.  Both  as  to  cor- 
porations and  individuals  the  tax  is  doubled. 

Undertaking  as  a  matter  of  business  the  collec- 
tion of  foreign  interest,  dividends,  etc.,  without  tak- 
ing out  the  license  and  complying  with  the  regula- 
tions required  by  law,  is  a  misdemeanor,  punishable 
by  fine  not  exceeding  $5,000  or  imprisonment  for  not 
exceeding  one  year,  or  both. 

Any  officer  improperly  revealing  information 
gained  by  him  in  his  official  capacity  or  permitting 
any  return  to  be  seen  or  examined  is  guilty  of  a 
misdemeanor,  punishable  by  fine  not  exceeding 
$1,000  or  imprisonment  for  one  year,  or  both,  and 
shall  be  dismissed  from  office  and  be  incapable  there- 
after of  holding  office  under  the  Government. 
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PART  II.— Income  Tax 

Section  II  of  Tariff  Law  of  1913. 

A.  Subdivision  i.  That  there  shall  be  levied,  as- 
sessed, collected  and  paid  annuall}'-  upon  the  entire  net 
income  arising  or  accruing  from  all  sources  in  the  pre- 
ceding calendar  year  to  every  citizen  of  the  United 
States,  whether  residing  at  home  or  abroad,  and  to  every 
person  residing  in  the  United  States,  though  not  a  citizen 

wwiM"!  thereof,  a  tax  of  i  per  centum  per  annum  upon  such  in- 
come, except  as  hereinafter  provided;  and  a  like  tax 
shall  be  assessed,  levied,  collected,  and  paid  annually 
upon  the  entire  net  income  from  all  property  owned 
and  of  every  business,  trade,  or  profession  carried  on  in 
the  United  States  by  persons  residing  elsewhere. 

AddittoMA         Subdivision  2.    In  addition  to  the  income  tax  pro- 

vided  under  this  section  (herein  referred  to  as  the  normal 
income  tax)  there  shall  be  levied,  assessed,  and  collected 
upon  the  net  incmne  oi  every  individual  an  additional 
income  tax  (herein  referred  to  as  the  additional  tax)  of 
I  per  centum  per  annum  upon  the  amount  by  which  the 
total  net  income  exceeds  $20,000  and  does  not  exceed 
$50,000,  and  2  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $50,000  and  does 
not  exceed  $75,000,  3  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds  $75,000 
and  does  not  exceed  $100,000,  4  per  centum  per  annum 
upon  the  amount  by  which  the  ^al  net  income  exceeds 

Return  for   $100,000  and  docs  not  cxcccd  $250,000,  5  per  centum  per 

li*}****'*     annum  upon  the  amount  by  which  the  total  net  income 

exceeds  $250,000  and  does  not  exceed  $500,000,  and  6 
per  centum  per^  annum  upon  the  amount  by  which  the 
total  net  income  exceeds  $500,000.  All  the  provisions 
of  this  section  relating  to  individuals  who  are  to  be 
chargeable  with  the  normal  income  tax,  so  far  as  they 
are  applicable  and  arc  not  inconsistent  with  this  sub- 
division of  paragraph  A,  shall  apply  to  the  levy,  as- 
sessment, and  collection  of  the  additional  tax  imposed 
under  this  section.  Every  person  subject  to  this  addi- 
tional tax  shall,  for  the  purpose  of  its  assessment  and 
collection,  make  a  personal  return  of  his  total  net  in- 
come from  all  sources,  corporate  or  otherwise,  for  the 
preceding  calendar  year,  under  rules  and  regulations  to 
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be  prescribed  by  the  Commissioner  of  Internal  Revenue 
and  approved  by  the  Secretary  of  the  Treasury.  For 
the  purpose  of  this  additional  tax  the  taxable  income  of 
any  individual  shall  embrace  the  share  to  which  he  would 

be  entitled  of  the  gains  and  profits,  if  divided  or  dis- 
tributed, whether  divided  or  distributed  or  not,  of  all 
corporations,  joint-stock  companies,  or  associations  how- 
ever created  or  organized,  formed  or  fraudulently  availed 
of  for  the  purpose  of  preventing  the  imposition  of  such 
tax  through  the  medium  of  permitting  such  gains  and 
profits  to  accumulate  instead  <^  being  divided  or  distrib- 
uted ;  and  the  fact  that  any  such  corporation,  joint-stock 
company,  or  association,  is  a  mere  holding  company,  or 
that  the  gains  and  profits  are  permitted  to  accumulate 
beyond  the  reasonable  needs  of  the  business  shall  be 
prima  facie  evidence  of  a  fraululent  purpose  to  escape 
such  tax;  but  the  fact  that  the  gains  and  profits  are  in 
any  case  permitted  to  accumulate  and  became  surplus 
shall  not  be  construed  as  evidence  of  a  purpose  to  escape 
the  said  tax  in  such  case  unless  the  Secretary  of  the 
Treasury  shall  certify  that  in  his  opinion  such  accumu- 
lation is  unreasonable  for  the  purpwoses  of  the  business. 
When  requested  by  the  Commissioner  of  Internal 
Revenue,  or  any  district  collector  of  internal  revenue, 
such  corporation,  joint-stock  company,  or  association 
shall  forward  to  him  a  correct  statement  of  such  profits 
and  the  names  of  the  individuals  who  would  be  entitled 
to  the  same  if  distributed. 

B.  That,  subject  only  to  such  exemptions  and  deduc-  vrnj^M* 
tions  as  wre  hereinafter  allowed,  the  net  income  of  a  tax- 
able person  shall  include  gains,  profits,  and  income  de- 
rived from  salaries,  wages,  or  compensatt<m  for  pei^onal 
service  of  whatever  kind  and  in  whatever  form  paid,  or 
from  professions,  vocations,  businesses,  trade,  commerce, 
or  sales,  or  dealings  in  property,  whether  real  or  personal, 
growing  out  of  the  ownership  or  use  of  or  interest  in  real 
or  personal  property,  also  from  interest,  rent,  dividends, 
securities,  or  the  transaction  of  any  lawful  business  car- 
ried on  for  gain  or  profit,  or  gains  or  profits  and  income 
derived  from  any  source  whatever,  including  the  income 
from  any  source  whatever,  including  the  income  from 
but  not  the  value  of  property  acquired  by  gift,  be- 
quest, devise,  or  descent ;  Provided,  That  the  proceeds  of 
life  insurance  policies  paid  upon  the  death  of  the  person 
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insured  or  payments  made  by  or  credited  to  the  insured, 
on  life  insurance,  endowment,  or  annuity  contracts,  upon 
the  return  thereof  to  the  insured  at  the  maturity  of  the 
term  mentioned  in  the  contract,  or  upon  surrender  of 
contract,  shall  not  be  included  as  income. 

iMbictioiuB         That  in  computing  net  income  for  the  purpose  of  the 

normal  tax  there  shall  be  allowed  as  deductions:  First, 
the  necessary  expenses  actually  paid  in  carrying  on  any 
business,  not  including  personal,  living,  or  family  ex- 
penses; second,  all  interest  paid  within  the  year  by  a 
taxable  person  on  indebtedness ;  third,  all  national,  State, 
county,  school,  and  municipal  taxes  paid  within  the  year, 
not  including  those  assessed  against  local  benefits; 
fourth,  losses  actually  sustained  during  the  year,  in- 
curred in  trade  or  arising  from  fires,  storms,  or  ship- 
wreck, and  not  compensated  for  by  insurance  or  other- 
wise ;  fifth,  debts  due  to  the  taxpayer  actually  ascertained 
to  be  worthless  and  charged  off  within  the  year;  sixth, 
a  reasonable  allowance  for  the  exhaustion,  wear  and  tear 
of  property  arising  out  of  its  use  or  employment  in  the 
business,  not  to  exceed,  in  the  case  of  mines,  5  per  cen- 
tum of  the  gross  value  at  the  mine  of  the  output  for  the 
year  for  which  the  computation  is  made,  but  no  deduc- 
tion shall  be  made  for  any  amount  of  expense  of  restor- 
ing property  or  making  good  the  exhaustion  thereof  for 
which  an  allowance  is  or  has  been  made:  Provided,  That, 
no  deduction  shall  be  allowed  for  any  amount  paid  out 
for  new  buildings,  permanent  improvCTaents  or  better- 
ments made  to  increase  the  value  of  any  property  or 
estate;  seventh,  the  amount  received  as  dividends  upon 
the  stock  or  from  the  net  earnings  of  any  corporation, 
joint  stock  company,  association,  or  insurance  company 
which  is  taxable  upon  its  net  income  as  hereinafter  pro- 
vided ;  eighth,  the  amount  of  income,  the  tax  upon  which 
has  been  paid  or  withheld  for  payment  at  the  source  of 
the  income,  under  the  provisions  of  this  section,  pro- 
vided that  whenever  the  tax  upon  the  income  of  a  person 
is  required  to  be  withheld  and  paid  at  the  source  as  here- 
inafter required,  if  such  annual  income  does  not  exceed 
the  sum  of  $3,000  or  is  not  fixed  or  certain,  or  is  indefi- 
jfitc,  or  irregular  as  to  amount  or  time  of  accrual,  the 
same  shall  not  be  deducted  in  the  personal  return  of  such 
person. 

aS^2*^**"*     The  net  income  from  property  owned  and  business 
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carried  on  in  the  United  States  by  persons  residing  else- 
where sluUl  be  computed  upon  tiie  basis  prescribed  itk 
this  paragraph  and  that  part  of  paragrah  G  of  this  sec- 
tion relating  to  the  computation  of  the  net  income  of 

corporations,  joint-stock  and  insurance  companies,  or- 
ganized, created,  or  existing  under  the  laws  of  foreign 
countries,  in  so  far  as  applicable. 

That  in  computing  net  income  under  this  section  fj^jjp* 
there  shall  be  excluded  the  interest  upon  the  obligations 

of  a  State  or  any  political  subdivision  thereof,  and  upon 
the  obligations  of  the  United  States  or  its  possessions; 
also  the  compensation  of  the  present  President  of  the 
United  States  during  the  term  for  which  he  has  been 
elected,  and  of  the  judges  of  the  supreme  and  inferior 
courts  of  the  United  States  now  in  office,  and  the  com- 
pensation of  all  officers  and  employees  of  a  State  or  any 
political  subdivision  thereof  except  when  such  compen- 
sation is  paid  by  the  United  States  Government. 

C.  That  there  shall  be  deducted  from  the  amount  of 
the  net  income  of  each  of  said  persons,  ascertained  as 
provided  herein,  the  sum  of  $3,000,  plus  $1,000  additional 
if  the  person  making  the  return  be  a  married  man  with 
a  wife  living  with  him,  or  plus  the  sum  or  $1,000  addi- 
tional if  the  person  making  the  return  be  a  married 
woman  with  a  husband  living  with  her ;  but  in  no  event 
shall  this  additional  exemption  of  $1,000  be  deducted  by 
both  a  husband  and  a  wife :  Provided,  That  only  one  de- 
duction of  $4,000  shall  be  made  from  the  aggregate  in- 
come of  both  husband  and  wife  when  living  tc^ietibo*. 

D.  The  said  tax  shall  be  computed  upon  the  re- 
mainder of  said  net  income  of  each  person  subject  there- 
to, accruing  during  each  preceding  calendar  year  ending 
DecOTiber  thirty-first:  Provided,  however.  That  for  the 
year  ending  December  thirty-first,  ninetera  hundred  and 
thirteen,  said  tax  shall  be  computed  on  the  niet  income 
accruing  from  March  first  to  December  thirty-first,  nine- 
teen hundred  and  thirteen,  both  dates  inclusive,  after  de- 
ducting five-sixths  only  of  the  specified  exemptions  and 
deductions  herein  provided  for.  On  or  before  the  first 
day  of  March,  nineteen  hundred  and  fourteen,  and  the 
first  day  of  March  in  each  year  thereafter,  a  true  and  ac- 
curate return,  under  oath  or  affirmation,  shall  be  made 
by  each  person  of  lawful  ajge,  except  as  hereinafter  pro- 
vided, subject  to  the  tax  imposed  by  this  sectioni  and 


Tax  Period 


Return 
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having  a  net  income  of  $3,000  or  over  for  the  taxable 
year,  to  the  collector  of  internal  revenue  for  the  distnct 
in  which  such  person  resides  or  has  his  principal  place 
of  business,  or,  in  the  case  of  a  person  residing  in  a 
foreign  country,  in  the  place  where  his  principal  business 
is  carried  on  within  the  United  States,  in  such  form  as 
the  Commissioner  of  Internal  Revenue,  with  the  ap- 
proval of  the  Secretary  of  the  Treasury,  shall  prescribe, 
setting  forth  specifically  the  gross  amount  of  income 
from  all  separate  sources  and  from  the  total  thereof, 
deducting  the  aggregate  items  or  expenses  and  allow- 
ance herein  authorized;  guardians,  trustees,  executors, 
administrators,  agents,  receivers,  conservators,  and  all 
persons,  corporations  or  associations  acting  in  any  fidu- 
ciary capacity,  shall  make  and  render  a  return  of  the  net 
income  of  the  person  for  whom  they  act,  subject  to  this 
tax,  coming  into  their  custody  or  control  and  manage- 
ment, and  be  subject  to  all  the  provisions  of  this  section 
which  apply  to  individuals :  Provided,  That  a  return  made 
by  one  of  two  or  more  joint  guardians,  trustees,  execu- 
tors, administrators,  agents,  receivers^  and  conserva- 
tors, or  other  persons  acting  in  a  fiduciary  capacity,  filed 
in  the  district  where  such  person  resides,  or  in  the  dis- 
trict where  the  will  or  other  instrument  under  which  the 
acts  is  recorded,  under  such  regulations  as  the  Secretary 
of  the  Treasury  may  prescribe,  shall  be  a  sufficient  com- 
pliance with  the  requirements  of  this  paragraph ;  and  also 
Return  by     all  pcrsous,  firms,  companies,  co-partnerships,  corpora- 
"Soarce"       tious,  joint-stock  companies  or  associations,  and  insur- 
ance companies,  except  as  hereinafter  provided,  in  what- 
ever capacity  acting,  having  the  control,  receipt,  dis- 
posal, or  payment  of  fixed  or  determinable  annual  or 
periodical  gains,  profits,  and  income  of  another  person 
subject  to  tax,  shall  in  behalf  of  such  person  deduct  and 
withhold  from  the  payment  an  amount  equivalent  to  the 
normal  inoMne  tax  upon  the  same  and  make  and  render 
a  return,  as  aforesaid,  but  separate  and  distinct,  of  the 
portion  of  the  income  of  each  person  from  which  the 
normal  tax  has  been  thus  withheld,  and  containing  also 
the  name  and  address  of  such  person  or  stating  that  the 
name  and  address  or  the  address,  as  the  case  may  be, 
are  unknown:  Provided,  That  the  provision  requirii^ 
the  normal  tax  of  individuals  to  be  withheld  at  the 
source  of  the  income  shall  not  be  construed  to  require 


any  of  such  tax  to  be  withheld  prior  to  the  first  day  of 
November,  nineteen  hundred  and  thirteen:  Provided, 
further,  that  in  either  case  above  mentioned  no  return  of 
income  not  exceeding  $3,000  shall  be  required :  Provided  rmttnuimm 
further,  That  any  person  carryii^  on  business  in  partner- 
ship shall  be  liable  for  income  tax  only  in  their  individual 
capacity,  and  the  share  of  the  profits  of  a  partnership 
to  which  any  taxable  partner  would  be  entitled  if  the 
same  were  divided,  whether  divided  or  otherwise,  shall 
be  returned  for  taxation  and  the  tax  paid,  under  the  pro- 
visions of  this  section,  and  any  such  firm,  when  re- 
quested by  the  Commissioner  of  Internal  Revenue,  or  any 
district  collector,  shall  forward  to  him  a  correct  state- 
ment of  such  profits  and  the  names  of  the  individusds 
who  would  be  entitled  to  the  same,  if  distributed:  Pro-  aetmm 
vided  further,  That  persons  liable  fen:  the  normal  income  H«t  Beqmired 
tax  only,  on  their  own  account  or  in  behalf  of  another, 
shall  not  be  required  to  make  return  of  the  income  de- 
rived from  dividends  on  the  capital  stock  or  from  the  net 
earnings  of  corporations,  joint-stock  companies  or  asso- 
ciations, and  insurance  companies  taxable  upon  their  net 
income  as  hereinafter  provided.  Any  person  for  whom 
return  has  been  made  and  the  tax  paid,  (»r  to  be  paid  as 
aforesaid,  shall  not  be  required  to  make  a  return  unless 
such  person  has  other  net  income,  but  only  one  deduc- 
tion of  $3,000  shall  be  made  in  the  case  of  any  such  per- 
son.   The  collector  or  deputy  collector  shall  require 
every  list  to  be  verified  by  the  oath  or  affirmation  of  the 
party  rendering  it.    If  the  collector  or  deputy  collector 
have  reason  to  believe  that  the  amount  of  any  income 
returned  is  understated,  he  shall  give  due  notice  to  the  ^^^^ 
person  making  ^e  return  to  show  cause  why  the  amount  pjdcSttwi 
of  the  return  should  not  be  increased,  and  upon  proof  of 
the  amount  understated  may  increase  the  same  accord- 
ingly.  If  dissatisfied  with  the  decision  of  the  collector, 
such  person  may  submit  the  case,  with  all  the  papers, 
to  the  Commissioner  of  Internal  Revenue  for  his  decis- 
ion, and  may  furnish  sworn  testimony  of  witnesses  to 
prove  any  relevant  facts. 

E.  That  all  assessments  shall  be  made  by  tiie  Com-  A»m  mmibi  •* 
missioner  of  Internal  Revenue  and  all  persons  shall  be 

notified  of  the  amount  for  which  they  are  respectively 
liable  on  or  before  the  first  day  of  June  of  each  succes- 
sive year,  and  said  assessments  shall  be  paid  on  or  be- 


fore  the  thirtieth  day  of  June,  except  in  cases  of  refusal 
or  neglect  to  make  such  return  and  in  cases  of  false  or 
fraudulent  returns,  in  which  cases  the  Commissioner 
of  Internal  Revenue  shall,  upon  the  discovery  thereof, 
NeSect  to  at  any  time  within  three  years  after  said  return  is  due, 
Make  make  a  return  upon  information  obtained  as  provided 

for  in  this  section  or  by  existing  law,  and  the  assess- 
ment made  by  the  Commissioner  of  Internal  Revenue 
thereon  shall  be  paid  by  such  person  or  persons  immedia- 
tely upon  notification  of  the  amount  of  such  assessment; 
and  to  any  sum  or  sums  due  and  unpaid  after  the  thir- 
tieth day  of  June  in  any  year,  and  for  ten  days  after 
notice  and  demand  thereof  by  the  collector,  there  shall 
be  added  the  sum  of  5  per  centum  on  the  amount  of  tax 
unpaid,  and  interest  at  the  rate  of  i  per  centum  per 
month  upon  said  tax  from  the  time  the  same  became  due, 
except  from  the  estates  of  insane,  deceased,  or  insolvent 
persons. 

Withholding  AH  persons,  firms,  co-partnerships,  companies,  cor- 
at  Source  porations,  joiut-stock  companies  or  associations,  and  in- 
surance companies,  in  whatever  capacity  acting,  includ- 
ing lessees  or  mortgagors  of  real  or  personal  property, 
trustees  acting  in  any  trust  capacity,  executors,  adminis- 
trators, agents,  receivers,  conservators,  employers,  and 
all  officers  and  employees  of  the  United  States  having 
the  control,  receipt,  custody,  disposal,  or  payment  of 
interest,  rent,  salaries,  wages,  premiums,  annuities,  com- 
pensation, remuneration,  emoluments,  or  other  fixed  or 
determinable  annual  gains,  profits,  and  income  of  an- 
other person,  exceeding  $3,000  for  any  taxable  year, 
other  than  dividends  on  capital  stock,  or  from  the  net 
earnings  of  corporations  and  joint-stock  companies  or 
associations  subject  to  like  tax,  who  are  required  to 
make  and  render  a  return  in  behalf  of  another,  as  pro- 
vided herein,  to  the  collector  of  his,  her,  or  its  district, 
are  hereby  authorized  and  required  to  deduct  and  with- 
hold from  such  annual  gains,  profits,  and  income  such 
sum  as  will  be  sufficient  to  pay  the  normal  tax  imposed 
thereon  by  this  section,  and  shall  pay  to  the  officer  of 
the  United  States  Government  authorized  to  receive  the 
same;  and  they  are  each  hereby  made  personally  liable 
Bxemptioa  atfor  such  tax.   In  all  cases  where  the  income  t^  of  a 

person  is  withheld  and  deducted  and  paid  or  to  be  paid 
at  the  source,  as  aforesaid,  such  person  shall  not  receive 
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the  benefit  of  the  deduction  and  exemption  allowed  m 
paragraph  C  of  this  section  except  by  an  application  for 
refund  of  the  tax  unless  he  shall,  not  less  than  thirty 
days  prior  to  the  day  on  which  the  return  of  his  income 
is  due,  file  with  the  person  who  is  required  to  withhold 
and  pay  tax  for  him,  a  signed  notice  in  writing  claiming 
the  benefit  of  such  exemption  and  thereupon  no  tax  shall 
be  withheld  upon  the  amount  of  such  exemption :  Pro-  ^^^^^ 
vided.  That  if  any  person  for  the  purpose  ojE  obtainii^ 
any  allowance  or  reduction  by  virtue  of  a  claim  for  such 
exemption,  either  for  himself  or  for  any  other  person, 
knowingly  makes  any  false  statement  or  false  or  fraudu- 
lent representation,  he  shall  be  liable  to  a  penalty  of 
$300;  nor  shall  any  person  under  the  foregoing  condi- 
tions be  allowed  the  benefit  of  any  deduction  provided 
for  in  subsection  B  of  this  section  unless  he  shall,  not 
less  than  thirty  days  priw  to  the  day  on  which  the  return 
of  his  income  is  due,  either  file  with  the  person  who  is 
required  to  withhold  and  pay  tax  for  him  a  true  and  cor- 
rect return  of  his  annual  gains,  profits  and  income  from 
all  other  sources,  and  also  the  deductions  asked  for,  and 
the  showing  thus  made  shall  then  become  a  part  of  the 
return  to  be  made  in  his  behalf  by  the  person  required 
to  withhold  and  pay  the  tax,  or  likewise  make  applica- 
tion for  deductions  to  the  collector  of  the  district  in 
which  return  is  made  or  to  be  made  for  him :  Provided 
further,  That  if  such  person  is  a  minor  or  *n  insane 
person,  or  is  absent  from  the  United  States,  or  is  unable 
owing  to  serious  illness  to  make  the  return  and  applica- 
tion above  provided  for,  the  return  and  application  may 
be  made  for  him  or  her  by  the  person  required  to  with- 
hold and  pay  the  tax,  he  making  oath  under  the  penalties 
of  this  Act  that  he  has  sufficient  knowledge  of  the  alFairs 
and  the  property  of  his  beneficiary  to  enable  him  to  make 
a  full  and  complete  return  for  him  or  her,  and  that  the 
return  and  application  made  by  him  are  full  and  com- 
plete: Provided  further.  That  the  amount  of  the  normal 
tax  hereinbefore  imposed  shall  be  deducted  and  withheld 
from  fixed  and  determinable  annual  gains,  profits,  and 
income  derived  from  interest  upon  bonds  and  mort- 
gages, or  deeds  of  trust  or  other  similar  obligations  of 
corporations,  joint-stock  companies  or  associations,  and 
insurance  companies,  whether  payable  annually  or  ^t 
shorter  or  longer  periods,  although  such  interest  does  not 


Special  Rule 


amottnt  to  $3,000,  subject  to  the  provisions  of  this  sec- 
tion requiring  the  tax  to  be  withheld  at  the  source  and 
deducted  from  annual  income  and  paid  to  the  Govern- 
ment ;  and  likev^rise  the  amount  of  such  tax  shall  be  de- 
ducted and  withheld  from  coupons,  checks,  or  bills  of 
exchange  for  or  in  payment  of  interest  upon  bonds  of 
foreign  countries  and  upon  foreign  mortgages  or  like 
obligations  (not  payable  in  the  United  States),  and  also 
from  coupons,  checks,  or  bills  of  exchange  for  or  in  pay- 
ment of  any  dividends  upon  the  stock  or  interest  upon 
the  obligations  of  foreign  corporations,  associations,  and 
insurance  companies  engaged  in  business  in  foreign  coun- 
tries ;  and  the  tax  in  each  case  shall  be  withheld  and  de- 
ducted for  and  in  behalf  of  any  person  subject  to  the 
tax  hereinbefore  imposed,  although  such  interest,  divi- 
dends, or  .other  compensation  does  not  exceed  $3,000,  by 
any  banker  or  person  who  shall  sell  or  otherwise  realize 
coupons,  checks,  or  bills  of  exchange  drawn  or  made  in 
payment  of  any  such  interest  or  dividends  (not  payable 
S?'f^**Ai     in  the  United  States),  and  any  person  who  shall  obtain 
^a  uSSUmt  payment  (not  in  the  United  States),  in  behalf  of  an- 
other of  such  dividends  and  interest  by  means  of  cou- 
pons, checks,  or  bills  of  exchange,  and  also  any  dealer 
in  such  coupons  who  shall  purchase  the  same  for  any 
such  dividends  or  interest  (not  payable  in  the  United 
States),  otherwise  than  from  a  banker  or  another  dealer 
in  such  coupons;  but  in  each  case  the  benefit  of  the 
exemption  and  the  deduction  allowable  under  this  sec- 
tion may  be  had  by  complying  with  the  foregoing  pro- 
visions of  this  paragraph. 


All  persons,  firms,  or  corporations  undertaking  as  a 
matter  of  business  or  for  profit  the  collection  of  foreign 


LloenMc  to 
Collect 

Foreign    

2S*i«teie.t  payments  of  such  interest  or  dividends  by  means  of  cou- 
pons, checks,  or  bills  of  exchange  shall  obtam  a  hcense 
from  the  Commissioner  of  Internal  Revenue,  and  shall 
be  subject  to  such  regulations  enabling  the  Government 
to  ascertain  and  verify  the  due  withholding  and  payment 
of  the  income  tax  required  to  be  withheld  and  paid  as 
the  Commissioner  of  Internal  Revenue,  with  the  approval 
of  the  Secretary  of  the  Treasury,  shall  prescribe;  and 
any  person  who  shall  knowingly  undertake  to  collect 
such  payments  as  aforesaid  without  having  obtained  a 
license  therefor,  or  without  complying  with  such  regu- 
lations, shall  be  deemed  guilty  of  a  misdemeanor  and  fear 
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each  oflfense  be  fined  in  a  sum  not  exceeding  $5,000,  or 
imprisonment  for  a  term  not  exceeding  one  year,  or  both, 
in  the  discretion  of  the  court. 

Nothing  in  this  section  shall  be  construed  to  release 

a  taxable  person  from  liability  for  income  tax,  nor  shall 
any  contract  entered  into  after  this  Act  takes  effect  be 
valid  in  regard  to  any  Federal  income  tax  imposed  upon 
a  person  liable  to  such  payment. 

The  tax  herein  imposed  upon  annual  gains,  profits, 
and  income  not  falling  under  the  foregoing  and  not  re- 
turned and  paid  by  virtue  of  the  foregoing  shall  be  as- 
sessed by  personal  return  under  rules  and  regulations  to 
be  prescribed  by  the  Commissioner  of  Internal  Revenue 
and  approved  by  the  Secretary  of  the  Treasury. 

The  provisions  of  this  section  relating  to  the  deduc- 
tion and  payment  of  the  tax  at  the  source  of  income  shall 
only  apply  to  the  normal  tax  hereinbefore  imposed  upon 
individuals* 

F.  That  if  any  person,  corporation,  joint-stock  com- 
pany,  association,  or  insurance  company  liable  to  make 
the  return  or  pay  the  tax  aforesaid  shall  refuse  or  neglect 
to  make  a  return  at  the  time  or  times  hereinbefore  speci- 
fied in  each  year,  such  person  shall  be  liable  to  a  penalty 
of  not  less  than  $20  nor  more  than  $1,000.  Any  person 
or  any  officer  of  any  corporation  required  by  law  to 
make,  render,  sign,  or  verify  any  return  who  makes  any 
false  or  fraudulent  return  or  statement  with  intent  to 
defeat  or  evade  the  assessment  required  by  this  section 
to  be  made  shall  be  guilty  of  a  misdemeanor,  and  shall 
be  fined  not  exceeding  $2,000  or  be  imprisoned  not  ex- 
ceeding one  year,  or  both,  at  the  discretion  of  the  coiurt, 
with  the  costs  of  prosecution. 

G.  (a)  That  the  normal  tax  hereinbefore  imposed  corponuim 
upon  individuals  likewise  shall  be  levied,  assessed,  and 

paid  annually  upon  the  entire  net  inoune  arising  or  ac- 
cruing from  all  sources  during  the  preceding  calendar 
year  to  every  corporation,  joint-stock  company  or  asso- 
ciation, and  every  insurance  company,  organized  iii  the 
United  States,  no  matter  how  created  or  organized,  not 
including  partnerships;  but  if  organized,  authorized,  or 
existing  under  the  laws  of  any  foreign  country,  then 
upon  the  amount  of  net  income  accruing  from  business 
transacted  and  capital  invested  within  the  United  States 
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during  such  year:  Provided,  however.  That  nothing  in 
this  section  shall  apply  to  labor,  agricultural,  or  hori- 
cultural  organizations,  or  to  mutual  savings  banks  not 
having  a  capital  stock  represented  by  shares,  or  to  fra- 
ternal beneficiary  societies,  orders,  or  associations  operat- 
ing under  the  lodge  system  or  for  the  exclusive  benefat 
of  the  members  of  a  fraternity  itself  operating  under  the 
lodge  system,  and  providing  for  the  payment  of  life,  sick, 
accident,  and  other  benefits  to  the  members  of  such  so- 
cieties, orders,  or  associations  and  dependents  of  such 
members,  nor  to  domestic  building  and  loan  associations, 
nor  to  cemetery  companies,  organized  and  operated  ex- 
clusively for  the  mutual  benefit  of  their  members,  nor  to 
any  corporation  or  association  organized  and  operated 
exclusively  for  religious,  charitable,  scientific,  or  educa- 
tional purposes,  no  part  of  the  net  income  of  which 
inures  to  the  benefit  of  any  private  stockholder  or  indi- 
vidual, nor  to  business  leagues,  nor  to  chambers  of  com- 
merce or  boards  of  trade,  not  organized  for  profit  or  no 
part  of  the  net  income  of  which  inures  to  the  benefit  of 
the  private  stockholder  or  individual ;  nor  to  any  civic 
league  or  organization?  not  organized  for  profit,  but 
operated  exclusively  for  the  promotion  of  social  welfare : 
Provided  further.  That  there  shall  not  be  taxed  under 
this  section  any  income  derived  from  any  public  utility 
or  from  the  exercise  of  any  essential  governmental  func- 
tion accruing  to  any  State,  Territory,  or  the  District  of 
Columbia,  or  any  political  subdivision  of  a  State,  1  erri- 
tory,  or  the  District  of  Columbia,  nor  any  income  accru- 
ing to  the  government  of  the  Philippine  Islands  or  Porto 
Rico  or  of  any  political  subdivision  of  the  Philippine 
Islands  or  Porto  Rico:  Provided,  That  whenever  any 
State,  Territory,  or  the  District  of  Columbia,  or  any  poli- 
tical subdivision  of  a  State  or  Territory,  has,  prior  to  the 
passage  of  this  Act,  entered  in  good  faith  into  a  contract 
with  any  person  or  corporation,  the  object  and  purpose 
of  which  is  to  acquire,  construct,  operate  or  maintain  a 
public  utility,  no  tax  shall  be  levied  under  the  provisions 
of  this  Act  upon  the  income  derived  from  the  operation 
of  such  public  utility,  so  far  as  the  payment  thereof  wiU 
impose  a  loss  or  burden  upon  such  State,  Territory,  or 
the  District  of  Columbia,  or  a  political  subdivision  of  a 
State  or  Territory;  but  this  provision  is  not  intended  to 
confer  upon  such  person  or  corporation  any  financial 
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gain  or  exemption  or  to  relieve  such  person  or  corpora- 
tion from  the  payment  of  a  tax  as  provided  for  m  this 

section  upon  the  part  or  portion  of  the  said  income  to 
which  such  person  or  corporation  shall  be  entitled  under 
such  contract. 

(b)  Such  net  income  shall  be  ascertained  by  deduct-  i>*«MttoiMi 

ing  from  the  gross  amount  of  the  income  of  such  cor- 
poration, joint-stock  company  or  association,  or  insur- 
ance company,  received  within  the  year  from  all  sources, 
(first)  all  the  ordinary  and  necessary  expenses  paid  with- 
in the  yi»r  in  the  maintenance  and  operation  of  its  busi- 
ness and  properties,  including  rentals  or  other  pay- 
ments required  to  be  made  as  a  condition  to  the  con- 
tinued use  or  possession  of  property ;  (second)  all  loss^ 
actually  sustained  within  the  year  and  not  compensated 
by  insurance  or  otherwise,  including  a  reasonable  allow- 
ance for  depreciation  by  use,  wear  and  tear  of  property, 
if  any ;  and  in  the  case  of  mines  a  reasonable  allowance 
for  depletion  of  ores  and  all  other  natural  deposits,  not  to 
exceed  5  per  centum  of  the  gross  value  at  the  mine  of 
the  output  for  the  year  for  which  the  computation  is 
made ;  and  in  case  of  insurance  companies  the  net  addi- 
tion, if  any,  required  by  law  to  be  made  within  the  year 
to  reserve  funds  and  the  sums  other  than  dividends  paid 
within  the  year  on  policy  and  annuity  contracts:  Pro- 
vided, That  mutual  fire  insurance  companies  requiring 
their  members  to  make  premium  deposits  to  provide  for 
losses  and  expenses  shall  not  return  as  income  any  por- 
tion of  the  premium  deposit  returned  to  their  policy- 
holders, but  shall  retumf  as  taxable  income  all  income 
received  by  them  from  all  other  sources  plus  such  por- 
tions of  the  premium  deposits  as  are  retained  by  the 
companies  for  purposes  other  than  the  payment  of  losses 
and  expenses  and  reinsurance  reserves :  Provided  further, 
That  mutual  marine  insurance  companies  shall  include  in 
thdr  return  of  gross  income  gross  premiums  collected 
and  received  by  them  less  amounts  paid  for  reinsurance, 
but  shall  be  entitled  to  include  in  deductions  from  gross 
income  amounts  repaid  to  policyholders  on  account  of 
premiums  previously  paid  by  them  and  interest  paid 
upon  such  amounts  between  the  ascertainment  thereof 
and  the  payment  thereof  and  life  insurance  companies 
shall  not  include  as  income  in  any  year  such  portion  of 
any  actual  premium  received  from  any  individual  policy- 


holder  as  shall  have  been  paid  back  or  credited  to  such 
individual  policyholder,  or  treated  as  an  abatement  of 
premium  of  such  individual  policyholder,  within  such 

year;  (third)  the  amount  of  interest  accrued  and  paid 
within  the  year  on  its  indebtedness  to  an  amount  of  such 
idebtedness  not  exceeding  one-half  of  the  sum  of  its 
interest  bearing  indebtedness  and  its  paid-up  capital 
stock  outstanding  at  the  close  of  the  year,  or  if  no  capital 
stock,  the  amount  of  interest  paid  within  the  year 
on  an  amount  of  its  indebtedness  not  exceeding  the 
amount  of  capital  employed  in  the  business  at  the  close 
of  the  year:  Provided,  That  in  case  of  indebtedness 
wholly  secured  by  collateral  the  subject  of  sale  in  or- 
dinary business  of  such  corporation,  joint  stock  company, 
or  association,  the  total  interest  secured  and  paid  by 
such  company,  corporation,  or  association  within  the 
year  on  any  such  indebtedness  may  be  deducted  as  a  part 
of  its  expense  of  doing  business ;  Provided  further,  That 
in  the  case  of  bonds  or  other  indebtedness,  which  have 
been  issued  with  a  guaranty  that  the  interest  payable 
thereon  shall  be  free  from  taxation,  no  deduction  for 
the  payment  of  the  tax  herein  imposed  shall  be  allowed; 
and  in  the  case  of  a  bank,  banking  association,  loan,  or 
trust  company,  interest  paid  within  the  year  on  deposits 
or  on  moneys  received  for  investment  and  secured  by 
interest-bearing  certificates  of  indebtedness  issued  by 
such  bank,  banking  association,  loan  or  trust  company; 
(fourth)  all  sums  paid  by  it  within  the  year  for  taxes 
imposed  under  the  authority  of  the  United  States  or  of 
any  State  or  Territory  thereof,  or  imposed  by  the  Gov- 
Foreisn       cmment  of  any  foreign  country :  Provided,  That  in  the 

case  of  a  corporation,  joint-stock  company  or  association, 
or  insurance  company,  organized,  authorized  or  existing  . 
under  the  laws  of  any  foreign  country,  such  net  income 
shall  be  ascertained  by  deducting  from  the  gross  amount 
of  its  income  accrued  within  the  year  from  business 
transacted  and  capital  invested  within  the  United  States, 
(first)  all  the  ordinary  and  necessary  expenses  actually 
paid  within  the  year  out  of  earnings  in  the  maintenance 
and  operation  of  its  business  and  property  within  the 
United  States,  including  rentals  or  other  payments  re- 
quired to  be  made  as  a  condition  to  the  continued  use  or 
possession  of  property ;  (second)  all  losses  actually  sus- 
tained within  the  year  in  business  conducted  by  it  within 
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the  United  States  and  not  compensated  by  insurance  or 

otherwise,  including  a  reasonable  allowance  for  depreaa- 
tion  by  use,  wear  and  tear  of  property,  if  any,  and  m 
the  case  of  mines  a  reasonable  allowance  for  depletion  of 
ores  and  all  other  natural  deposits,  not  to  exceed  5  per 
centum  of  the  gross  value  at  the  mine  of  the  output  for 
the  year  for  which  the  computation  is  made ;  and  in  case 
of  insurance  companies  the  net  addition,  if  any,  required 
by  law  to  be  made  within  the  year  to  reserve  funds  and 
the  sums  other  than  dividends  paid  within  the  year  on 
policy  and  annuity  contracts :  Provided  further,  That  mu- 
tual fire  insurance  companies  requiring  their  members  to 
make  premium  deposits  to  provide  for  losses  and  ex- 
penses shall  not  return  as  income  any  portion  of  the  pre- 
mium deposits  returned  to  their  policyholders,  but  shall 
return  as  taxable  income  all  income  received  by  them 
from  all  other  sources  plus  such  portions  of  the  premium 
deposits  as  are  retained  by  the  companies  for  purposes 
other  than  the  payment  of  losses  and  expenses  and  rein- 
surance reserves :  Provided  further,  That  mutual  marine 
insurance  companies  shall  include  in  their  return  of 
gross  income  premiums  collected  and  received  by  them 
less  amounts  paid  for  reinsurance,  but  shall  be  entitled 
to  include  in  deductions  from  gross  income  amounts 
repaid  to  policyholders  on  account  of  premiums  previ- 
ously paid  by  them  and  interest  paid  upon  such  amounts 
between  the  ascertainment  thereof  and  the^  payment 
thereof  and  life  insurance  companies  shall  not  include  as 
income  in  any  year  such  portion  of  any  actual  premium 
received  from  any  individual  policyholder  as  shall  have 
been  paid  back  or  credited  to  such  individual  policy- 
holder, or  treated  as  an  abatement  of  premium  of  such 
individual  policyholder,  within  such  year;  (third)  the 
amount  of  interest  accrued  and  paid  within  the  year  on 
its  indebtedness  to  an  amount  of  such  indebtedness  not 
exceeding  the  proportion  of  one-half  of  the  sum  of  its 
interest  bearing  indebtedness  and  its  paid-up  capital 
stock  outstanding  at  the  close  of  the  year,  or  if  no  capital 
stock,  the  capital  employed  in  the  business  at  the  close 
of  the  year  which  the  gross  amount  of  its  income  for 
the  year  from  business  transacted  and  capital  invested 
within  the  United  States  bears  to  the  gross  amount  of 
its  income  derived  from  all  sources  within  and  without 
the  United  States :  Provided,  That  in  the  case  of  bonds 
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or  other  indebtedness  which  have  been  issued  with  a 
guaranty  that  the  interest  payable  thereon  shall  be  free 
from  taxation,  no  deduction  for  the  payment  of  the  tax 
herein  imposed  shall  be  allowed ;  (fourth)  all  sums  paid 
by  it  within  the  year  for  taxes  imposed  under  the  au- 
thority of  the  United  States  or  of  any  State  or  Territory 
thereof  or  the  District  of  Columbia.  In  the  case  of  assess- 
ment insurance  companies,  whether  domestic  or  foreign, 
the  actual  deposit  of  sums  with  State  or  Territorial 
officers,  pursuant  to  law,  as  additions  to  guarantee  or 
reserve  funds  shall  be  treated  as  being  payments  required 
by  law  to  reserve  funds. 

Tax  Period        (c)  The  tax  herein  imposed  shall  be  computed  upon 

its  entire  net  income  accrued  within  each  preceding 
calendar  year  endimg  December  thirty-first:  Provided, 
however,  That  for  the  year  ending  December  thirty-first, 
nineteen  hundred  and  thirteen,  said  tax  shall  be  imposed 
upon  its  entire  net  income  accrued  within  that  portion 
of  said  year  from  March  first  to  December  thirty-first, 
both  dates  inclusive,  to  be  ascertwncd  by  taking  five- 
sixths  of  its  entire  net  income  for  said  calendar  year: 
Provided  further,  That  any  corporation,  joint-stock  com- 
pany or  association,  or  insurance  company  subject  to 
this  tax  may  designate  the  last  day  of  any  month  in  the 
year  as  the  day  of  the  closing  of  its  fiscal  year  an  d  shall 
be  entitled  to  have  the  tax  payable  by  it  computed  upon 
the  basis  of  the  net  income  ascertained  as  herein  pro- 
vided  for  the  year  ending  in  the  day  designated  in  the  year 
preceding  the  date  of  assessment  instead  of  upon  the 
basis  of  the  net  income  for  the  calendar  year  preceding 
the  date  of  assessment;  and  it  shall  give  notice  of  the 
day  it  has  thus  designated  as  the  closing  of  its  fiscal  year 
to  the  collector  of  the  district  irt  which  its  principal  busi- 
ness office  is  located  at  any  time  not  less  than  thirty  days 
prior  to  the  date  upon  which  its  annual  return  shaU  be 
filed    All  corporations,   joint-stock  companies  or  asso- 
iteta»         ciations,  and  insurance  companies  subject  to  the  tax  here- 
in imposed,  computing  taxes  upon  the  income  of  tfte 
calendar  year,  shall  on  or  before  the  first  day  of  March 
nineteen  hundred  and  fourteen,  and  the  first  day  of  March 
in  each  year  thereafter,  and  all  corporations,  joint-stock 
companies  or  associations,  and  insurance  companies,  com- 
puting taxes  upon  the  income  of  a  fiscal  J^I^'au  u 
may  designate  in  the  manner  hereinbefore  provided,  shall 
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render  a  like  return  within  sixty  days  after  the  close  of 
its  said  fiscal  year,  and  within  sixty  days  after  the  close 
of  its  fiscal  year  in  each  year  thereafter,  or  in  the  case 
of  a  corporation,  joint-stock  company  or  association,  or 
insurance  company,  organized  or  existing  under  the  laws 
of  a  foreign  country,  in  the  place  where  its  principal 
business  is  located  within  the  United  States,  in  such 
form  as  the  Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury,  shall  pre- 
scribe, shall  render  a  true  and  accurate  return  under  oath 
or  affirmation  of  its  president,  vice-president,  or  other 
principal  officer,  and  its  treasurer  or  assistant  tteasurer, 
to  the  collector  of  internal  revenue  for  the  district  m 
which  it  has  its  principal  place  of  business,  setting  forth 
(first)  the  total  amount  of  its  paid-up  capital  stock  out-  Retura 
standing,  or  if  no  capital  stock,  its  capital  employed  in 
business,  at  the  close  of  the  year;  (second)  the  total 
amount  of  its  bonded  and  other  indebtedness  at  the  close 
of  the  year ;  (third)  the  gross  amount  of  its  income,  re- 
ceived during  such  year  from  all  sources,  and  if  oi^;an- 
ized  under  the  laws  of  a  foreign  country  the  gross  amount 
of  its  income  received  within  the  year  from  business 
transacted  and  capital  invested  within  the  United  States ; 
(fourth)  the  total  amount  of  all  its  ordinary  and  neces- 
sary expenses  paid  out  of  the  earnings  in  the  mMntenance 
and  operation  of  the  business  and  properties  of  such 
corporation,  joint-stock  company  or  association,  or  insur- 
ance company  within  the  year,  stating  separately  all 
rentals  or  other  payments  required  to  be  made  as  a  con- 
dition to  the  continued  use  or  possession  of  property, 
and  if  organized  under  the  laws  of  a  foreign  coun- 
try the  amount  so  paid  in  the  maintenance  and  oper- 
ation of  its  business  within  the  Unted  States ;  (fifth)  the 
total  amount  of  all  losses  actually  sustained  during  the 
year  and  not  compensated  by  insurance  or  otherwise,  stat- 
ing separately  any  amounts  allowed  for  depreciation  of 
property,  and  in  case  of  insurance  companies  the  net  addi- 
tion, if  any,  required  by  law  to  be  made  within  the  year  to 
reserve  funds  and  the  sums  other  than  dividends  paid  with- 
in the  year  on  policy  and  annuity  contracts:  Provided 
further,  That  mutual  fire  insurance  companies  requiring 
their  members  to  make  premium  deposits  to  provide  for 
losses  and  e:q>enses  shall  not  return  as  income  any  por- 
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tion  of  the  premium  deposits  returned  to  their  policy- 
holders, but  shall  return  as  taxable  income  all  income 
received  by  them  from  all  other  sources  plus  such  por- 
tions of  the  premium  deposits  as  are  retained  by  the 

companies  for  purposes  other  than  the  payment  of  losses 
and  expenses  and  reinsurance  reserves :  Provided  further, 
That  mutual  marine  insurance  companies  shall  include 
in  their  return  of  gross  income  gross  premiums  collected 
and  received  by  them  less  amounts  paid  for  reinsurance, 
but  shall  be  entitled  to  include  in  deductions  from  gross 
income  amounts  repaid  to  policyholders  on  account  of 
premiums  previously  paid  by  them,  and  interest  paid 
upon  such  amounts  between  the  ascertainment  thereof 
and  the  payment  thereof  and  life  insurance  companies 
shall  not  include  as  income  in  any  year  such  portion  of 
any  actual  premium  received  from  any  individual  policy- 
holder, as  shall  have  been  paid  back  or  credited  to  such 
individual  policyholder  or  treated  as  an  abatement  of 
premium  of  such  individual  policyholder,  within  such 
year;  and  in  case  of  a  corporation,  joint-stock  com- 
pany or  association,  or  insurance  company,  organized 
under  the  laws  of  a  foreign  country,  all  losses  ac- 
tually sustained  by  it  during  the  year  in  business 
conducted  by  it  within  the  United  States  not  com- 
pensated by  insurance  or  otherwise,  stating  separ- 
ately any  amounts  allowed  for  depreciation  of  property, 
and  in  case  of  insurance  companies  the  ntet  addition,  if 
any,  required  by  law  to  be  made  within  the  year  to  re- 
serve funds  and  the  sums  other  than  dividends  paid  with- 
in the  year  on  policy  and  annuity  contracts:  Provided 
further.  That  mutual  fire  insurance  companies  requiring 
their  members  to  make  premium  deposits  to  provide  for 
losses  and  expenses  shall  not  return  as  income  any  portion 
of  the  premium  deposits  returned  to  their  policyholders, 
but  shall  return  as  taxable  income  all  income  received 
by  them  from  all  other  sources  plus  such  portions  of  the 
premium  deposits  as  are  retained  by  the  companies  for 
purposes  other  than  the  payment  of  losses  and  expenses 
and  reinsurance  reserves :  Provided  further.  That  mutual 
marine  insurance  companies  shall  include  in  their  return 
of  gross  income  gross  premiums  collected  and  received 
by  them  less  amounts  paid  for  reinsurance,  but  shall  be 
entitled  to  include  in  deductions  from  gross  income 
amounts  repaid  to  policyholders  on  account  of  premiums 
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previously  paid  by  them  and  interest  paid  upon  such 
amounts  between  the  ascertainment  thereof  and  the  pay- 
ment thereof  and  life  insurance  companies  shall  not  m- 
clude  as  income  in  any  year  such  portion  of  any  actual 
premium  received  from  any  individual  policyholder  as 
shall  have  been  paid  back  or  credited  to  such  individu^ 
policyholder,  or  treated  as  an  abatement  of  premmm  of 
such  individual  policyholder,  within  such  year;  (sixth) 
the  amount  of  interest  accrued  and  paid  within  the  year 
on  its  bonded  or  other  indebtedness  not  exceeding  one- 
half  of  the  sum  of  its  interest  bearing  indebtedness  and 
its  paid-up  capital  stock,  outstanding  at  the  close  of  the 
year,  or  if  no  capital  stock,  the  amount  of  interest  paid 
within  the  year  on  an  amount  of  indebtedness  not  ex- 
ceeding the  amount  of  capital  employed  in  the  business 
at  the  close  of  the  year,  and  in  the  case  of  a  bank,  banking 
association,  or  trust  company,  stating  separately  all  in- 
terest paid  by  it  within  the  year  on  deposits ;  or  in  case 
of  a  corporation,  joint-stock  company  or  association,  or 
insurance  company,  organized  under  the  laws  of  a  for- 
eign country,  interest  so  paid  on  its  bonded  or  other  in- 
debtedness to  an  amount  of  such  bonded  or  other  indebt- 
edness not  exceeding  the  proportion  of  its  paid-up  capital 
stock  outstanding  at  the  close  of  the  year,  or  if  no  capital 
stock,  the  amount  of  capital  employed  in  the  business  at 
the  close  of  the  year,  which  the  gross  amount  of  its  in- 
come for  the  year  from  business  transacted  and  capital 
invested  within  the  United  States  bears  to  the  gross 
amount  of  its  income  derived  from  all  sources  within  and 
without  the  United  States;  (seventh)  the  amount  paid 
by  it  within  the  year  for  taxes  imposed  under  the  author- 
ity of  the  United  States  and  separately  the  amount  so 
paid  by  it  for  taxes  imposed  by  the  Government  of  any 
foreign  country;  (eighth)  the  net  income  on  such  corpor- 
ation, joint-stock  company  or  association,  or  insurance 
company,  after  making  the  deductions  in  this  subsection 
authorized.   All  such  returns  shall  as  received  be  trans- 
mitted forthwith  by  the  collector  to  the  Commissioner 
of  Internal  Revenue* 

All  assessments  shall  be  made  and  the  several  corpor- 
ations, joint-stock  companies  or  associations,  and  insur- 
ance companies  shall  be  notified  of  the  amount  for  which 
they  are  respectively  liable  on  or  before  the  first  day  of 
June  of  each  sticcessive  year,  and  said  assessment  shall 


35 


be  paid  on  or  before  the  thirtieth  day  of  June :  Provided, 
That  every  corporation,  joint-stock  company  or  associa- 
tion, and  insurance  company,  computing  taxes  upon  the 
income  of  the  fiscal  year  which  it  may  designate  in  the 
manner  hereinbefore  provided,  shall  pay  the  taxes  due 
under  its  assessnent  within  one  hundred  and  tw^ly 
days  after  the  date  upon  which  it  is  required  to  file  its 
list  or  return  of  income  for  assessment;  except  in  cases 
of  refusal  or  neglect  to  make  such  return,  and  in  cases 
of  false  or  fraudulent  returns,  in  which  cases  the  Commis- 
sioner of  Internal  Revenue  shall,  upon  the  discovery 
thereof,  at  any  time  within  the  tiiree  years  after  said 
return  is  due,  make  a  return  upon  infonna^on  obtained 
as  provided  for  in  this  section  or  b^  existing  law,  and 
the  assessment  made  by  the  Commissioner  of  Internal 
Revenue  thereon  shall  be  paid  by  such  corporation, 
joint-stock  company  or  association,  or  insurance  com- 
pany immediately  upon  notification  of  the  amount  of  such 
assessment;  and  to  any  sum  or  sums  due  and  unpaid 
after  the  thirtieth  day  of  June  in  any  year,  or  after  one 
hundred  and  twenty  days  from  the  date  on  which  the 
return  of  income  is  required  to  be  made  by  the  taxpayer, 
and  after  ten  days  notice  and  demand  thereof  by  the  col- 
lector, there  shall  be  added  the  sum  of  5  per  centum  on 
the  amount  of  tax  unpaid  and  interest  at  the  rate  of  i 
per  centum  per  month  upon  said  tax  from  the  time  the 
same  becomes  due* 

corpo?i^ton«  When  the  assessment  shall  be  made,  as  provided 

Public  in  this  section,  the  returns,  together  with  any  corrections 
Record*        thereof  which  may  have  been  made  by  the  commissioner, 

shall  be  filed  in  the  office  of  the  Commissioner  of  Internal 
Revenue  and  shall  constitute  public  records  and  be  open 
to  inspection  as  such:  Provided,  That  any  and  all  such 
returns  shall  be  open  to  inspection  only  upon  the  order 
of  the  President,  under  rules  and  regulations  to  be  pre- 
scribed by  the  Secretary  of  the  Treasury  and  approved 
by  the  President :  ProvCied  further.  That  the  proper  offi- 
cers of  .  any  State  impoding  a  general  income  tax  may, 
upon  the  request  of  the  governor  thereof,  have  access  to 
said  returns  or  to  an  abstract  thereof,  showing  the  name 
and  income  of  each  such  corporation,  joint-stock  com- 
pany, association  or  insurance  company,  at  such  times 
and  in  such  manner  as  the  Secretary  of  Uie  Treasury  may 
{^escribe. 
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If  any  of  the  corporations,  joint-stock  companies  or 
associations*  or  insurance  companies  aforesaid,  shall  re- 
fuse or  neglect  to  make  a  return  at  the  time  or  times 

hereinbefore  specified  in  each  year,  or  shall  render  a 
false  or  fraudulent  return,  such  corporation,  joint-stock 
company  or  association,  or  insurance  company  shall  be 
liable  to  a  penalty  of  not  exceeding  $10,000. 

H.  That  the  word  "State"  or  "United  States"  when  ^.'SSffii 
used  in  this  section  shall  be  construed  to  include  any 

Territory,  Alaska,  the  District  of  Columbia,  Porto  Rico, 
and  the  Philippine  Islands,  when  such  construction  is 
necessary  to  carry  out  its  provisions. 

L  That  sections  thirty-one  hundred  and  sixty-seven, 
thirty'-one  hundred  and  seventh-two,  thirty-one  hundred 
and  seventy-three,  and  thirty-one  hundred  and  seventy- 
six  of  the  Revised  Statutes  of  the  United  States  as 
amended  are  hereby  amended  so  as  to  read  as  follows: 

''Sec.  3x67.  It  shall  be  unlawful  for  any  collector,  Penaitr  f«r 
deputy  collector,  agent,  clerk,  or  other  officer  or  cm-  m^SuK? 
ployee  of  the  United  States  to  divulge  or  to  make  kno¥m 
in  any  manner  whatever  not  provided  by  law  to  any 
person  the  operations,  style  of  work,  or  apparatus  of  any 
manufacturer  or  producer  visited  by  him  in  the  discharge 
of  his  official  duties,  or  the  amount  or  source  of  income, 
profits,  losses,  expenditures,  or  any  particular  thereof, 
set  forth  or  disclosed  in  any  income  return  by  any  person 
or  corporation,  or  to  permit  any  income  return  or  copy 
thereof  or  any  book  containing  any  abstract  or  particu- 
lars thereof  to  be  seen  or  examined  by  any  person  ex- 
cept as  provided  by  law;  and  it  shall  be  unlawful  for 
any  person  to  print  or  publish  in  any  manner  whatever 
not  provided  by  law  any  income  return  or  any  part  there- 
of or  the  amount  or  source  of  income,  profits,  losses,  or 
expenditures  appearing  in  any  income  return;  and  any 
offense  against  the  foregoing  provision  shall  be  a  mis- 
demeanor and  be  punished  by  a  fine  not  exceeding  $1,000 
or  by  imprisonment  not  exceeding  one  year,  or  both,  at 
the  discretion  of  the  court;  and  if  the  offender  be  an 
officer  or  employee  of  the  United  States  he  shall  be  dis- 
missed from  office  and  be  incapable  thereafter  of  holding 
any  office  under  the  Government 

"Sec.  3172.  Every  collector  shall,  from  time  to  time, 
cause  his  deputies  to  proceed  through  every  part  of  his 
<Ustrict  and  inquire  after  and  concerning  all  persons 

sr 


to  Make 


therein  who  are  liable  to  pay  any  internal-revenue  tax, 
and  all  persons  owning  or  having  the  care  and  manage^ 

ment  of  any  objects  liable  to  pay  any  tax,  and  to  make 
a  list  of  such  persons  and  enumerate  said  objects. 

"Sec.  3173.  It  shall  be  the  duty  of  any  person,  part- 
nership, firm,  association,  or  corporation,  made  liable  to 
any  duty,  special  tax,  or  other  tax  imposed  by  law,  when 
not  otherwise  provided  for,  in  case  of  a  special  tax,  on 
or  before  the  thirty-first  day  of  July  in  each  year,  in  case 
of  income  tax  on  or  before  the  first  day  of  March  in  each 
year^  and  in  other  cases  bdore  the  day  on  which  the 
taxes  accrue,  to  make  a  list  or  return,  verified  by  oath  or 
affirmation,  to  the  collector  or  a  deputy  collector  of  the 
district  where  located,  of  the  articlees  or  objects,  includ- 
ing the  amount  of  annual  income  charged  with  a  duty  or 
tax,  the  quantity  of  goods,  wares,  and  merchandise  made 
or  sold  and  charged  with  a  tax,  the  several  rates  and  ag- 
gregate amount,  according  to  the  forms  and  regulations 
to  be  prescribed  by  the  Commissioner  of  Internal  Rev- 
enue, with  the  approval  of  the  Secretary  of  the  Treasury, 
for  which  such  person,  partnership,  firm,  association,  or 
corporation  is  liable :  Provided,  That  if  any  person  liable 
to  pay  any  duty  or  tax,  or  owning,  possessing,  or  having 
the  care  or  managment  of  property,  goods,  wares,  and 
merchandise,  articles  or  objects  liable  to  pay  any  duty, 
tax,  or  license,  shall  fail  to  make  and  exhibit  a  list  or 
return  required  by  law,  but  shall  consent  to  disclose 
the  particulars  of  any  and  all  the  property,  goods,  wares, 
and  merchandise,  articles,  and  objects  liable  to  pay  any 
duty  or  tax,  or  any  business  or  occupation  liable  to  pay 
any  tax  as  aforesaid,  then,  and  in  that  case,  it  shall  be  the 
duty  of  the  collector  or  deputjr  collector  to  make  snch 
list  or  return,  which,  being  distinctly  read,  consented  to, 
and  signed  and  verified  by  oath  or  affirmation  by  the 
person  so  owning,  possessing,  or  having  the  care  and 
management  as  aforesaid,  may  be  received  as  the  list  of 
such  person:  Provided  further.  That  in  case  no  annual  list 
or  return  has  been  rendered  by  such  person  to  the  col- 
lector or  deputy  cc^ector  as  required  by  law,  and  the 
person  shall  be  absent  from  his  or  her  residence  or  place 
of  business  at  the  time  the  collector  or  a  deputy  collector 
shall  call  for  the  annual  list  or  return,  it  shall  be  the  duty 
of  such  collector  or  deputy  collector  to  leave  at  such 
place  of  residence  or  business,  with  some  one  of  suitable 
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age  and  discretion,  if  such  be  present,  otherwise  to  de- 
posit in  the  nearest  post  office,  a  note  or  memorandum 
addressed  to  such  person,  requiring  him  or  her  to  render 
to  such  collector  or  deputy  collector  the  list  or  return  re- 
quired by  law  within  ten  days  from  the  date  of  such  note 
or  memorandum,  verified  by  oath  or  affirmation.  And 
if  any  person,  on  being  notified  or  required  as  afore- 
said, shall  refuse  or  neglect  to  render  such  list  or 
return  within  the  time  required  as  aforesaid,  or 
whenever  any  person  who  is  required  to  deliver  a 
monthly  or  other  return  of  objects  subject  to  tax  fails 
to  do  so  at  the  time  required,  or  delivers  any  return 
which,  in  the  opinion  of  the  collector,  is  false  or  fraudu- 
lent, or  contains  any  undervaluation  or  understatement, 
it  shall  be  lawful  for  the  collector  to  summon  such 
person,  or  any  other  person  having  possession,  custody, 
or  care  of  books  of  account  containing  entries  relating 
to  the  business  of  such  person,  or  any  other  person 
he  may  deem  proper,  to  appear  before  him  and  produce 
such  books,  at  a  time  and  place  named  in  the  summons, 
and  to  give  testimony  or  answer  interrogatories,  under 
oath,  respecting  any  objects  liable  to  tax  or  the  return 
thereof.  The  collector  may  summon  any  person  residing 
or  found  within  the  state  in  which  his  district  lies;  and 
when  the  person  intended  to  be  summoneu  does  not  re-  * 
side  and  can  not  be  found  within  such  State,  he  may 
enter  any  collection  district  where  such  person  may  be 
found  and  there  make  the  examination  herein  authorized. 
And  to  this  end  he  may  there  exercise  all  the  authority 
which  he  might  lawfully  exercise  in  the  district  for  whidi 
he  was  commissioned. 

"Sec  3176.  When  any  person,  corporation,  company,  |^|2a  "to* 
or  association  refuses  or  neglects  to  render  any  return  Mate  Mtn 

or  list  required  by  law,  or  renders  a  false  or  fraudulent 
return  or  list,  the  collector  or  any  deputy  collector  shall 
make,  according  to  the  best  information  which  he  can 
obtain,  including  that  derived  from  the  evidence  elicited 

by  the  examination  of  the  collector,  and  on  his  own  view 
and  information,  such  list  or  return,  aca>rding  to  the 
form  prescribed,  of  the  income,  property,  and  objects 
liable  to  tax  owned  or  possessed  or  under  the  care  of 

management  of  such  person  or  corporation,  company  or 
association,  and  the  Commissioner  of  Internal  Revenue 
shall  assess  all  taxes  not  paid  by  stamps,  including  the 
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amount,  if  any,  due  for  special  tax,  income  or  other  tax, 
and  in  case  of  any  return  of  a  false  or  fraudulent  list  or 
valuation  intentionally  he  shall  add  loo  per  centum  to 
such  tax ;  and  m  case  of  a  refusal  or  neglect,  except  in 
cases  of  sickness  or  absence,  to  make  a  list  or  return,  or 
to  verify  the  same  as  aforesaid,  he  shall  add  50  per  cen- 
tum to  such  tax.  In  case  of  neglect  occasioned  by  sick- 
ness or  absence  as  aforesaid  the  collector  may  allow  such 
further  time  for  making  and  delivering  such  list  or  re- 
turn as  he  may  deem  necessary,  not  exceeding  thirty  days. 
The  amount  so  added  to  the  tax  shall  be  collected  at  tiie 
same  time  and  in  the  same  manner  as  the  tax  unless  the 
neglect  or  falsity  is  discovered  after  the  tax  has  been 
paid,  in  which  case  the  amount  so  added  shall  be  col- 
lected in  the  same  manner  as  the  tax ;  and  the  list  or  re- 
turn so  made  and  subscribed  by  such  collector  or  deputy 
collector  shall  be  held  prima  facie  good  and  sufficient  for 
all  legal  purposes/* 

J.  That  it  shall  be  the  duty  of  every  collector  of  in- 
ternal revenue  to  whom  any  payment  of  any  taxes  other 
than  the  tax  represented  by  an  adhesive  stamp  or  other 
engraved  stamp  is  made  under  the  provisions  of  this  sec- 
tion, to  give  the  person  making  such  payment  a  full  writ- 
ten or  printed  receipt,  expressing  the  amount  paid  and 
the  particular  account  for  which  such  payment  was  made: 
and  whenever  such  payment  is  made  such  collector  shall, 
if  required,  give  a  separate  receipt  for  each  tax  paid  by 
any  debtor,  on  account  of  payments  made  to  or  to  be 
made  by  him  to  separate  creditors  in  such  form  that  such 
debtor  can  conveniently  produce  the  same  separately  to 
his  several  creditors  in  satisfaction  of  their  respective  de- 
mands to  the  amounts  specified  in  such  receipts;  and 
such  receipts  shall  be  sufficient  evidence  in  favor  of  such 
debtor  to  justify  him  in  withholding  the  amount  therein 

payment  to  his  creditor;  but 
such  creditor  may,  upon  giving  to  his  debtor  a  full  writ- 
ten receipt,  acknowledging  the  payment  to  him  of  what- 
ever sum  may  be  actually  paid,  and  accepting  the  amount 
of  tax  paid  as  aforesaid  (specifying  the  same)  as  a  further 
satisfaction  of  the  debt  to  that  amount,  require  the  sur- 
render to  him  of  such  coUector's  receipt 

^  K.  That  jurisdiction  is  hereby  conferred  upon  the  dis- 
trict courts  of  the  United  States  for  the  district  within 
which  any  person  summoned  under  this  section  to  a|^ear 
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to  testify  or  to  produce  books  shall  reside,  to  compel 
such  attendance,  production  of  books,  and  testimony  hj 

appropriate  process. 

L.  That  all  administrative,  special,  and  general  pro- 
visions of  law,  including  the  laws  in  relation  to  the  assess- 
ment, remission,  collection,  and  refund  of  internal-revenue 
taxes  not  heretofore  specifically  repealed  and  not  ina>n- 
sistent  with  the  provisions  of  this  section,  are  hereby 
extended  and  made  applicable  to  all  the  provisions  of  this 
section  and  to  the  tax  herein  imposed. 

M,  That  the  provisions  of  this  section  shall  extend  A**'phmJS?iM 
to  Porto  Rico  and  the  Philippine  Islands :  Provided,  That 
the  administration  of  the  law  and  the  collection  of  the 

taxes  imposed  in  Porto  Rico  and  the  Philippine  Islands 
shall  be  by  the  appropriate  internal-revenue  officers  of 
those  governments,  and  all  revenues  collected  in  Porto 
Rico  and  the  Philippine  Islands  thereunder  shall  accrue 
intact  to  the  general  governments,  thereof,  respectively; 
And  provided  further,  That  the  jurisdiction  in  this  section 
conferred  upon  the  district  courts  of  the  United  States 
shall,  so  far  as  the  Philippine  Islands  are  concerned,  be 
vested  in  the  courts  of  the  first  instance  of  said  islands : 
And  provided  further,  That  nothing  in  this  section  shall 
be  held  to  exclude  from  the  computation  of  the  net  in- 
come the  compensation  paid  any  official  by  the  govern- 
ments of  the  District  of  Columbia,  Porto  Rico  and  the 
Philippine  Islands  or  the  political  subdivisions  thereof. 

N.  That  for  the  purpose  of  carrying  into  effect  the 
provisions  of  Section  II  of  this  Act,  and  to  pay  the  ex- 
penses of  assessing  and  collecting  the  income  tax  therein 
imposed,  and  to  pay  such  sums  as  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Secretary  of 
the  Treasury,  may  deem  necessary,  for  information,  de- 
tection, and  bringing  to  trial  and  punishment  persons 
guilty  of  violating  the  provisions  of  this  section,  or  con- 
niving at  the  same,  in  cases  where  such  expenses  are  not 
otherwise  provided  for  by  law,  there  is  hereby  appropri- 
ated out  of  any  money  in  the  Treasury  not  otherwise  ap- 
propriated for  the  fiscal  year  ending  June  thirtieth,  nine- 
teen hundred  and  fourteen,  the  sum  of  $800,000,  and  the 
Commissioner  of  Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury,  is  authorized  to  appoint 
and  pay  from  this  appropriation  all  necessary  officers, 
agents,  inspectors,  deputy  collectors,  clerks,  messengers 
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and  janitors,  and  to  rent  such  quarters,  purchase  such 
supplies,  equipment,  mechanical  devices,  and  other  arti- 
cles as  may  be  necessary  for  employment  or  use  in  the 
District  of  Columbia  or  any  Collection  district  in  the 
United  States,  or  any  Territories  thereof :  Provided,  That 
no  agent  paid  from  this  appropriation  shall  receive  com- 
pensation at  a  rate  higher  than  that  now  received  by 
traveling  agents  on  accounts  in  the  Internal  Revenue 
Service,  and  no  inspector  shall  receive  a  compensation 
higher  than  $5  a  day  and  $3  additional  in  lieu  of  subsis- 
tence, and  no  deputy  collector,  clerk,  messenger,  or  other 
employee  shall  be  paid  at  a  rate  of  compensation  higher 
than  the  rate  now  being  paid  for  the  same  or  similar 
work  in  the  Internal  Revenue  Service. 

In  the  office  of  the  Commissioner  of  Internal  Revenue 
at  Washington,  District  of  Columbia  there  shall  be  ap- 
pointed by  the  Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the  Treasury  one  addi- 
tional deputy  commissioner,  at  a  salary  of  $4,000  per 
annum ;  two  heads  of  divisions,  whose  compensation  shall 
not  exceed  $2,500  per  annum ;  and  such  other  clerks,  mes- 
sengers, and  employees,  and  to  rent  such  quarters  and 
to  purchase  such  supplies  as  may  be  necessary :  Provided, 
That  for  a  period  of  two  years  from  and  after  the  passage 
of  this  Act  the  force  of  agents,  deputy  collectors,  in- 
spectors, and  other  employees  not  including  the  clerical 
force  below  the  grade  of  chief  of  division  employed  in 
the  Bureau  of  Internal  Revenue  in  the  city  of  Washing- 
ton, District  of  Columbia  authorized  by  this  section  of 
this  Act  shall  be  appointed  by  the  Commissioner  of  In- 
ternal Revenue,  with  the  approval  of  the  Secretary  of 
tiie  Treasury,  under  such  rules  and  regulations  as  may  be 
fixed  by  the  Secretary  of  the  Treasury  to  insure  faithful 
and  competent  service,  and  with  such  compensation  as 
the  Commissioner  of  Internal  Revenue  may  fix,  with  the 
approval  of  the  Secretary  of  the  Treasury,  withii^  the 
limitations  herein  prescribed :  Provided  further.  That  the 
force  authorized  to  carry  out  the  provisions  of  Section  II 
of  this  Act,  when  not  employed  as  herein  provided,  shall 
be  employed  on  general  internal-revenue  work. 
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TREASURY  DEPARTMENT. 

OFFICE  OF  COMMISSIONER  OF  INTERNAL  REVENUE 

WASHINGTON. 

REGULATIONS 

REGARDING  THE  DEDUCTION  OP  THE  INCOME  TAX  AT 
THE  SOURCE  OF  INTEREST  MATURING  ON  BONDS, 
NOTES,  AND  OTHER  SIMILAR  OBLIGATIONS  OF  CORPO- 
RATIONS, JOINT-STOCK  COMPANIBS.  OR  ASSOCIATIONS 
AND  INSUBANCSB  COMPANIBS,  TTNDBR  THB  FR0yiSK»18 
OF  SBCnON  n  of  THB  act  of  OCTOBER  8, 1918. 

TAX  TO  BE  DEBUCTED  AT  fiOVBCE. 

Under  the  income-tax  law  enacted  October  3,  1913,  a  tax  of 
1  per  cent,  designated  in  the  law  as  the  normal  tax,  shall  be 
deducted  at  "tiie  source,"  beginning  NovemlMgr  1,  1913,  from  aU 
Infiome  aoernlng  aad  pi^able  to— 

(a)  Brary  cttlaeii  of  the  United  State*,  wbetbur  raiding  at 

borne  or  abroad;  and  to 
(&)  Every  person  residing  in  the  United  States^  though  not  a 
citizen  thereof, 

which  may  be  derived  from  interest  upon  bonds  and  mortgages, 
or  deeds  of  trust,  or  otiier  similar  <Aligati<»ui»  ImJuding  equip- 
ment trust  agreements  and  reoetTW'  certiflcatee  oC  wvoanisiiam, 
JointHrtock  companies  or  associations,  and  insoraaoe  coropantes, 
although  such  interest  does  not  amount  to  |3,000,  excepting  only 
the  interest  upon  the  obligations  of  the  United  States  or  its  pos- 
seesions,  or  a  State  or  any  political  subdivision  thereof. 

The  term  "debtor,"  as  hereinafter  used,  shall  be  construed  to 
oorer  all  corporations,  Joint-atock  compantfls  «r  Msociatloi,  and 
Insaraace  coropanlea, 

WHEN  TAX  SSAUi  BE  WITHHELD  BY  BBBTO&. 

For  the  purpose  of  collecting  this  tax  on  all  coupons  and 
registered  interest  originating  or  payable  in  the  United  States 
the  source  shall  be  the  debtor  (or  its  paying  agent  in  the  United 
States),  which  shall  deduct  the  tax  when  same  is  to  be  withheld, 
and  no  other  bank,  trust  ccHopany,  hanking  firm,  or  individual 
taking  conpoDs  or  intoreat  orders  for  cnXkieSOm,  or  otiherwisQ, 
shall  withhold  the  tax  therecm;  Provided,  That  all  such  coupons 
or  orders  for  registered  Interest  are  accompanied  by  certificates 
of  ownership  signed  by  the  owners  of  the  bonds  upon  which  the 
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Interest  matured.  These  oertlflcates  shaU  be  in  tbe  tamm  liere- 
inaf ter  prescribed,  and  a  separate  certificate  staaU  be  made  out 
by  each  owner  of  bonds  for  tbe  coupons  or  interest  orders  for 
each  separate  issue  of  bonds  or  obligations,  of  each  debtor. 

WMSN  TAX  SHALL  BE  WITHHELD  BY  HBSI  COLUSCI- 

ING  AGENCI. 
If,  bowoTer,  the  coupons  or  interest  orders  are  not  accompa* 
nied  by  certificates  as  prescribed  above^  the  first  bank,  trust  com- 
pany, banfrtug  firm,  or  individual,  or  collecting  agency  receiving 
tbe  coupons  or  interest  orders  for  collection,  or  otherwise,  shall 
deduct  and  withhold  the  tax  and  shall  attach  to  such  coupons 
or  interest  orders  its  own  certificate,  giving  the  name  and  ad- 
dress of  the  owner  of,  or  the  person  presenting  such  coupons  or 
interest  orders  if  the  owner  is  not  known,  with  a  description  of 
tbe  coupons  or  interest  orders;  also  setting  forth  the  tact  that 
tliey  are  wltbholding  the  tax  upra  them;  whereupon  the  debtor 
shall  n<^  again  withhold  the  tax  on  said  coupons  or  interest  or- 
ders, but  in  lieu  thereof  shall  deliver  to  the  Government  the 
certificate  of  such  bank,  trust  company,  etc,  which  is  withholding 
such  tax  money. 

Any  corporation,  collecting  afl^cy,  or  person  first  receiving 
from,  the  owner  any  interest  coupons  m  orders  for  the  collection 
<tf  r^^tered  interest,  and  to  whom  the  certificates  above  pro- 
vided for  are  delivered,  should  require  the  persons  tendering  such 
coupons  or  orders  for  registered  interest  to  satisfactorily  estab- 
lish their  identity. 

PAYMENT  OF  B£OISI£££D    INIBBSf  BI 

A  debtor  who«e  bonds  msj  be  registered,  both  as  to  principal 
and  interest.  shaU  deduct  the  normal  tax  of  1  per  cent  from 
tbe  accruing  intereet  on  all  bonds  before  sending  out  checks  for 
said  interest  to  registered  owners  or  before  paying  such  interest 
upon  Interest  orders  signed  by  the  registered  holders  of  said 
bonds  until  there  shall  be  filed  with  said  debtor  m  its  fiscal 
agent  (and  not  later  than  thirty  (SO)  daya  prior  to  March  1), 
throu^  whcm  said  interest  ie  customarily  paid,  tbe  proper  cer« 
tificatea  claiming  ezoaption  tnm  UabiUty  for  said  tax  as  herein 
provided,  executed  as  follows: 

By  a  citizen  or  resident  of  the  United  States,  the  bona  fide 
owner  of  the  registered  obligations,  who  may  claim  exemption 
under  paragraph  C,  section  2,  of  the  Federal  income-tax  law,  or 
By  corporations,  joint^tock  companies,  aaBOdations,  or  insur* 
aace  companies  organised  in  the  United  States,  or  arganisattonsk 
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associations,  fraternities,  etc.,  which  are  either  taxable  or  exempt 
from  taxation,  as  provided  in  paragrapn  G,  subdivision  A,  of  the 
act,  or 

By  a  bona  fide  resident  and  cttiien  of  a  fweign  country* 
claiming  exemption  as  such. 

D£SIGNAIiaN  OF  FISCAL  AGENm 
The  ''debt^nr"  may  appoint  paying  or  fiscal  agents  to  a<A  f or 
It  in  matters  pertaining  to  the  ccAlection  of  this  tax  upon  filing 
with  the  collector  of  internal  revenue  for  its  district  a  proper 

notice  of  the  appointment  ot  such  agent  or  agents. 

CERTIFICATES  CLAIMING  EXEMPTION. 

If  the  owners  of  the  bonds  are  individuals  who  are  citizens 
or  residents  of  the  United  States,  the  aforesaid  certificates  shall 
accompany  the  coupons,  or,  with  respect  to  the  interest  on  regis- 
tered bonds,  shall  be  filed  with  payer  of  said  interest  and  such 
cwtificates  shall  describe  the  bcmds  and  show  the  amount  of 
coupons  attached  or  the  amount  of  Interest  due  such  owners 
on  registered  bonds  and  the  full  name  and  address  of  the  owners, 
and  shall  also  state  whether  they  claim  or  do  not  then  claim 
exemption  from  taxation  at  the  source  provided  for  by  paragraph 
C  of  Section  II  of  the  Federal  income-tax  law  ($3,000,  and  under 
certain  conditi<ms  $4,000)  as  to  the  inc<»ne  represented  by  sudi 
coupons  or  interest 

The  certificates  shall  also  show  the  amount,  if  any»  of  exemp- 
tion claimed  and  the  date  of  signature. 

The  form  of  certificate  to  be  used  for  this  purpose  shall  be 
substantially  as  follows: 

FOBH  OF  CEBUFUiATE  TO  BE  PBE8ENTEB  WITH  COU- 
PONS OB  INTEBEST  OBBEBS  STATINe  WHETHEB  OB 
NOT  EXEMPTION  IS  CItAIMED  UNBEB  PABAOBAPH 
G,  SECTION  a»  OF  THE  FBBBBAL  Of  00MB  TAX  LAW. 

I  do  solemnly  declare  that  I,  ....a  dtism  or  rert- 

dest  of  the  United  States^  and  residing  at  ,  am  the 

owner  of  |   bwds  of  the  denominations  ot  |   each, 

Nos.   


the 


(OfYw  mum  oC  deMv.) 
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known  u   bond*. 

(SHWtllw  the  puticalu  iar^' 'tf  bnitel) ' 

from  wbieh  were  detached  the  accompanjrlng  coupons,  due  , 

191...  amounting  to  |  ,  ©r  vptm  im/dk  tliere  mfttared  , 

^'••>  I  of  regfstnred  interest. 

^  i  do?ot \^°^         with  req^  to  th«  inoome  r^esented  by  said 

int^es^  the  beoeflt  of  a  deduction  of  $   allowed  under  para- 

vm^  O,  Seetion  II,  of       Fedwal  incomo  tax  law. 

Name  

^ate  191,,. 

Whenever  interest  coupons,  accompanied  by  a  certificate  <tf 
an  individual  wbo  ia  a  dtlMii  or  resident  <A  tbe  United  Statei^ 
aa  aforesaid,  are  presented  to  a  debtor  or  Its  fiscal  agent  for 
payment,  or  whenever  interest  is  payable  to  such  individual  on 
a  bond  r^stered  as  to  both  principal  and  interest,  the  debtor  or 
its  fiscal  agents  shall  deduct  and  withhold  the  amount  of  the 
normal  tax,  except  to  the  extent  that  exemption  is  claimed  in 
the  certificate  of  own^sbip  in  tbe  form  berein  presmibed, 

Wbere  tbe  interest  to  be  paid  is  registered,  the  same  form 
of  certificate  shall  be  used  where  exemptions  are  claimed,  except 
that  it  shall  be  filed  with  the  debtor  at  least  five  (5)  days  before 
the  due  date  of  such  interest. 


These  certificates  must  be  signed  by  the  claimants  with  their 
full  name,  and  contain  their  post-office  and  street  address  also 
the  date  when  signed. 

Duly  authorized  agents,  trustees  acting  in  a  trust  capaci^, 
etc.,  may  sign  such  certificates  for  the  persons  for  wihom  they  act 

OBSaNIZAHONS  whose  interest  coupons  Afi£  NOT 

TAXED  AT  SOUBCE. 

If  the  owners  of  the  bonds  are  corporations,  joint-stock  com- 
panies* associationa,  or  Insurance  companies  oi^ianised  in  the 
United  States,  no  matter  how  created  or  organized,  or  organiza- 
tions, associations,  fraternities,  etc.,  which  are  either  taxable  or 
exempt  from  taxation  as  provided  in  paragraph  G,  subdivision  A 
of  the  act,  the  debtor  is  not  required  to  withhold  or  deduct  the 
tax  upon  income  derived  from  interest  on  such  bonds^  provided 
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coupons  or  orders  for  interert  from  such  bonds  shall  be  aeeoob 
panied  by  a  eertiflcate  of  the  ownmi  thweof  eertUying  to  such 
ownership,  which  certificates  shall  be  filed  with  the  debtor  when 

such  coupons  or  interest  orders  are  presented  for  payment 
Such  certificate  shall  be  substantially  in  the  following  form: 

CEBTDICATB  TO  BE  FUSNISHBD  BT  OBOANIZATIONS 
NOT  SUBJECT  TO  TAX  ON  INTBBEST  AT  SOUBCE. 

I,   the   

(CHve  name.)  (Give  official  position.) 

of  the    a   ••••  of   

(Name  of  organlsatloiL)  (Gbamcter  of  oxsantatioii.)  (State.) 

located  at    do  solemnly  declare  that  said  

(Poit-oSte  eddiMk)  (Give  nftOM  of  ocsaatetion.) 

is  the  owner  of  %  •••••  bonds  of  the  denomination  of  $  

each,  Noa.  •  


  of  the   

(Give  name  of  del>tor.) 

known  as  bonds, 

(Describe  partienlar  issne  of  boiHte.) 

from  which  were  detached  the  accompanying  coupons,  due   

191..,  amounting  to  $  or  upon  which  there  matured  , 

191.. [    of  registered  interest,  and  that  under  the  provisions 

of  the  incMne-tax  law  of  October  S,  ISIS,  said  interest  is  ezraapt  from 
the  payment  of  taxes  collectible  at  ^  sooree^  whidi  ezemptlm  Is 
herdkv  claimed. 

Name.  

(OOdal  pQsUUm.) 

Of  

(NasM  of  oiianiMtlon.) 

Date   m...  Address  

(Bnrt  oOee.) 

Hits  certificate  must  be  signed  by  tbe  fall  name  ot  the  orsanisation, 
stating  its  place  of  business,  and  by  the  president,  secretary,  or  some 
other  principal  officer  of  the  said  corporation  or  organization  duly 
authorised  to  fidgn  same,  together  with  the  date  of  execution. 

HOW  OOUiECTBB  WHEN  NOT  ACCOMPANIED  BT  THE  CEB- 

TDICATE  OF  OWNEB. 

Where  coupons  or  interest  orders  are  not  accompanied  by  the 
ownership  certificates,  the  fona  to  be  executed  by  the  first  bank, 
trust  company,  banking  firm,  individual,  or  ooUeetion  aemcy 
receiying  the  same  for  coUectimi  or  otherwise^  which  must  accom- 
pany the  coupons  or  intersirt  orders,  shall  be  substantially  as 
follows: 


47 


FORM  OF  CERTIFICATE  TO  BE  PRESENTED  WITH  COUPONS 
OR  INTEREST  ORDERS  WHEN  liOI  AGCOMFANISB  BT 
C££IIFICAI£  OF  OWJ(££& 


I.   the   

(Official  partflon.) 


declare  that  said  -j^,;^-^-.  has  (or  have)  purchased  or 

accepted  for  collection  the  accompanying  coupons  or  interest  orders 
amaimtlng  to  |  ,  and  which  represent  interest  matured  on 

•   of  bonds  of  the   and  that 

(Name  of  debtor.) 


interest  from    of   ,  and  that 

(Name  of  party  from  whom  received.)       (Address  of  said  partj.) 

no  certificate       ownmAip  accompanied  said  eoapons  or  fntereet 

orders,  and    hereby  acknowledges  responsibility 

(OoUeettng  a«eBC7«) 

of  withholding  therefrom  the  normal  income  tax  of  1  per  cent,  in 
accwdance  with  the  resrulatlons  of  the  Treasury  Department 


Name..  

(Collecting  agency.) 

By  

(Signature  of  officer  duly  authorised  to  sisn. 
and  his  <^clAl  position.) 


Address   , 

(Give  fnU  addzess.) 

Date   191... 

This  oertifleate  ahaU  be  dated  and  aigned  by  and  ahall  atate 
the  addreaa  <a  tbe  eorporation,  organization,  collecting  agency, 
or  person  withholding  the  tax,  with  full  name  and  address. 

WNAL  DISPOSITION  OF  CERTIFICATES. 
The  debtor  or  paying  agents  shall  deliver  all  certificates,  with 
the  list  of  names  and  addresses  of  those  for  whom  the  tax  has 
been  withheld,  showing  amounti^  aa  required  by  law,  to  the 
collector  of  internal  revenue  for  their  district  on  or  before  the 
20th  day  of  the  month  succeeding  that  in  which  said  certificates 
were  received  by  them. 

nnssBST  mm  before  mabch  i,  1918. 

The  tax  shall  not  be  withheld  on  coupons  or  registered  inter- 
est maturing  and  payable  before  March  1,  1913,  althoui^  pre* 
sented  for  payment  at  a  later  date. 
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UCSNgE  BBQUIRED  FOB  COLLECTION  OF  INCOME  FSOM 

FOBEiaN  OOUNSBIBa 

All  persons,  firms,  or  corporations  undertaking  for  accommo- 
dation or  profit  (this  includes  handling  either  by  way  of  purchase 
or  collection)  the  collection  of  coupons,  checks,  bills  of  exchange, 
etc.,  for  or  in  payment  of  interest  upon  bonds  issued  in  foreign 
countries  and  upon  foreign  mortgages  or  like  obligaticms,  and 
for  any  divideada  upon  stock  w  interest  upon  obligations  d 
fweign  corporations,  associations,  or  Insurance  cMipanies  en* 
gaged  In  business  in  foreign  countries,  are  required  by  law  to 
obtain  a  license  from  the  Commissioner  of  Internal  Revenue  and 
may  be  required  to  give  bond  in  such  amount  and  under  such 
conditions  as  the  Commissioner  of  Internal  Bevenue  may  pre- 
scribe. 

BI  WHOM  TAX  IS  WIIMHELD. 
The  licensed  penmi,  firm,  or  cc^poration  first  reoeiTiag  any 
such  foreign  items  for  collection  or  otherwise  shall  withhold 

therefrom  the  normal  tax  of  1  per  cent,  and  will  be  held  respon- 
sible therefor.  He  (the  licensee)  shall  thereupon  indorse  or 
stamp  thereon  the  words  "Income  tax  withheld  by"  (giving  his 
or  their  name,  address,  and  date),  which  shall  be  sufficient  evi- 
dence to  relieve  subsequent  holders  or  purchasers  from,  the  du^ 
of  also  withholding  the  income  tax. 

If  the  sise  or  nature  of  su<di  coupons,  cheetai,  ^c,  makes  it 
Impracticable  to  make  such  indorsement  as  above,  a  statement 
identifying  the  item  on  which  tax  is  withheld  and  bearing  said 
Indorsement  may  be  attached  thereto  with  the  same  effect  as  if 
the  indorsement  was  made  directly  thereon. 

LIST  OF  TAX  COLLECTIONS  ON  FOBEieN  ITEMS. 
Such  licensee  shall  obtain  the  names  and  addresses  of  the 
persons  from  whom  such  items  are  received,  and  shall  prepare 

a  list  of  same  and  file  it  with  the  collector  of  internal  revenue 
for  his  district  not  later  than  the  20th  of  the  month  next  suc- 
ceeding the  receipt  of  such  items.  The  list  shall  be  dated,  and 
shall  contain  the  names  and  addresses  of  the  taxable  persons 
and  the  amount  of  tax  deducted,  and  from  what  source  coOeetod. 

CERTIFICATES  TO  SECURE  TAX  EXEMPTION  ON  FOREIGN 

ITEMS. 

In  the  event  such  coupons,  checks,  or  bills  of  exchange  above 
mentioned  are  presented  for  collection  by  an  individual  claiminir 
flit  bneit  of  the  deductioiia  anowabie  under  paragr^pb  CL  Sec- 


tion  II,  of  the  Federal  income-tax  law,  such  individual  shall  be 
permitted  to  avail  himself  of  the  deduction  claimed,  upon  signing 
on  the  form  heretofore  prescribed  for  coupons  payable  in  tbe 
United  States,  and  no  tax  BhaU  be  deducted  for  tbe  fttn^npt  of 
fbe  exemption  so  claimed;  or  if  such  Items  are  presented  by 
corporations,  joint-stock  companies,  or  associations  and  insurance 
companies,  organized  in  the  United  States,  the  form  of  certificate 
heretofore  prescribed  for  such  organizations  shall  be  used,  and 
in  such  instances  no  tax  shall  be  deducted. 

In  both  instances  the  licensee  first  receiving  such  It^ns  s^aH 
retain  such  certificates  for  delivOTy  with  the  Usts  aforesaid  to 
the  ccdlector  of  internal  rerenue  for  hte  district  not  later  than 
the  20th  of  the  month  next  succeeding  that  in  which  said  items 
were  received,  and  with  respect  to  said  coupons,  checks,  or  bills 
of  exchange,  said  licensee  shall  attach  thereto  (identifying  the 
items)  or  indorse,  or  stamp  thereon  the  words  "Income  tax  ex- 
emption claimed  through"  (giving  name  and  address  of  licraaee)» 
which  shall  be  sufficient  evidence  to  relieve  subsequmt  holders  or 
purchase  fr^  the  duty  of  also  withholding  the  tax  thereon. 

The  provisions  for  collection  of  the  tax  on  foreign  obligations 
set  forth  in  this  section  of  the  regulations  includes  the  interest 
upon  all  foreign  bonds,  even  though  the  coupons  may  be  at  the 
option  of  the  holder,  payable  in  the  United  States  as  well  as  in 
scnne  foreign  country. 

ACCUBA9X  BECO&DS  TO  BE  KBPT  BT  LICENSEES. 

All  persons  licensed  shall  keep  their  records  in  such  a  manner 
as  to  show  from  whom  every  such  item  has  been  received,  and 
such  records  shall  be  open  at  all  times  to  the  inspection  of  inter- 
md-revenue  of&cers. 

PENALTY  FOB  OHISSiON  TO  OBTAIN  LIGENSB. 

FUlure  to  obtain  license  or  to  comply  with  regulations  is  pun- 
ishable by  a  fine  nor  exceeding  $5,000,  or  imprisonment  not  ex- 
ceeding one  year,  or  both,  in  the  discretion  of  the  court  Such 
licenses  shall  continue  in  force  until  revoked. 

Application  for  such  licenses  should  be  made  to  the  collectors 
of  internal  revenue  for  the  district  io,  whidi  th^  ure  ^igaged  in 
business*  and  may  be  Iwned  wi&out  cost  to  sudh  persons  as  the 
commissioner  may  approve,  upon  their  filing  with  the  collector 
the  bond  herein  provided  for. 

All  persons  in  making  application  to  the  collector  of  internal 
revenue  for  such  licenses  shall  register  their  names  and  addresses 
and  state  the  nature  of  the  businsss  in  im^  th«y  am  engacsd. 
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Such  application  for  the  license,  accompanied  by  a  proper  surety 
bond,  when  both  have  been  approved  by  the  collector,  will  be 
considered  a  sufliiCient  compliance  with  the  law  to  enable  the 
persons  making  application  to  do  business  until  B^bruary  1, 1914, 
without  incurring  the  penalties  proTided  by  law  for  failure  to 
l^roeure  tbe  required  license. 


FBNALTY  FOE  FALSE  STATEMENTS. 
//  any  person,  for  the  purpose  of  obtaining  any  allotoanoe  or 
reductUm,  by  virtue  of  a  Oaim  for  exemption,  either  for  hinuaf 
or  far  my  other,  hmwingltf  makes  a  false  statement  or  false  or 
fraudulent  representation,  he  is  Uahle  under  the  act  to  severe 
penalties. 

PABXN£B£(iEIP& 

Where  coupons  or  interest  orders,  presented  for  payment,  rep- 
resent the  interest  on  bonds,  or  other  similar  obligations,  owned 
by  a  partnership,  they  shall  be  accompanied  by  a  certificate  of 
ownership,  which  shall  be  signed  either  in  the  firm's  name  by  one 
member  of  tho  firm  or  by  each  individual  mwibw  of  the  partnar- 
shii^  and  the  normal  tax  shall  be  withheld  by  the  d^tor  witii 
respect  to  the  income  represented  by  said  interest 

Said  certificate  of  ownership  shall  be  in  substantially  the  fol- 
lowing form: 

FOBM  OF  CERTIFICATE  TO  BE  FILLED  OUT  AND 
B¥  MEMBESS  OF  PASXNEBSHIP& 
The  followii^  certificate  should  be  used  when  coupons  or  in- 
terest orders  are  presented  by  citizens  or  residents  of  the  United 
States  for  collection  of  interest  on  bonds,  or  other  similar  obli- 
gatlons^  owned  by  the  partnerships  of  which  they  are  members: 

If   ,  a  member  of  the  firm  or 

partnership  ot  of  and  residiiia 

at  ,  do  solemnly  declare  that  the  said  partnership 

is  the  owner  of  $   bonds  of  the  denomination  of 

I  •   each*  Nos.  


of  the   

(Qive  name  of  dcMor.) 

kaem  as   bomilM,  tram  ivhld^  were 

(Describe  tbe  particular  iaana  of  bonda.) 

detadied  the  accon^anyins  Intwest  coopMS,  doe    in.., 
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amountiiig  to  |  ,  or  up<m  whiob  tiioro  matured  

191*  •»  i   of  registered  interest,  and  ttiat  the  namo  and 

address  of  said  firm  or  partnership,  and  the  names  of  the  individual 
mflmbm  fhwoot  and  thoir  places  of  residence,  are  as  fcdlows: 

Names  of  partnen:  Address: 


Name  of  partner  signing :  »  

Of  firm  of:   

Address:   

Date,   IML... 

Any  member  of  a  partnership,  who  la  entitled  to  a  deduction 
(under  Paragraph  Q  Section  II,  of  the  Income  Tax  Law)  of 
hia  pro  rata  ahare  of  tiie  tax  which  may  be  withheld  at  the 
aonree  on  interest  on  bonds  owned  by  his  copartnership,  as  above, 
may  claim  such  deduction  or  allowance  when  he  shall  make  his 
individual  income  tax  return  for  the  year  in  which  aald  deduc- 
tion at  the  source  waa  made. 


NONRESIDENT  FOEEIGNERS  OWNING  INTEREST-BEARING 
BONDS  NOT  SUBJECT  TO  TAXATION  ON  INCOME  FROM 
SUCH  BONDS  IF  PROFfiS  C£RIIFIC1I£  f  UANI&Hm 

This  tax  will  not  be  deducted  from  the  income  which  may  be 
derived  from  interest  on  bonds,  mortgages,  equipment  trusts, 
receivers'  certificates,  or  other  similar  obligations  of  which  the 
bona  fide  owners  are  citizens  of  foreign  countriea  realding  in 
foreign  countries:  Provided,  That  auch  intereat  couponui,  or  in 
caae  of  wholly  r^^tered  bcmda,  the  ordera  fcr  the  murmcnt  of 
auch  intereat,  shall  be  accompanied  by  duly  certified  certificates 
hereinafter  provided  for  to  cover  the  cases  of  foreign  and  non- 
resident owners  of  bonds  and  other  securitiea* 

Unleaa  auch  proof  of  fbreign  ownership  is  duly  furnished,  the 
nonnal  tax  of  1  per  cent,  shall  be  deducted  as  herein  provided. 

Such  certificate  ahaU  be  in  aubatantially  the  following  form: 
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raw  OF  CEBXIFICATE  TO  BE  PBSSENTED  WITH  COUPONS 
OR  INTEBE8T  OBDBBS»  DETACHED  FBOH  BONDS  OB 
OTHER  OBLIGATIONS  OWNED  BT  THOSE  WHO  ABE 

BOTH  CITIZENS  OR  SUBJECTS,  AND  RESIDENTS  OF 
FOREIGN  COUNTRIES. 

I  do  solemnly  declare  that  I  am  not  a  citizen  or  roaldrat  of  the 
United  Statea  of  Amflrlca,  but  a  aubject  (or  cltiien)  of  

and  tiukt  I  am  the  owner  of  |  bosda  of  the  denomlaaUona  of 

  each,  Nos.   •  


of  the    known  as 

(GIfe  mum  «tf  dAtor  eorpmtloa.) 

 ,   bonds, 

(DMwtfbe  the  partlealer  lam  of  boads.) 

from  which  were  detached  the  accompanying  coupons,  due   

191.  M  amotmtlng  to  I  or  upon  which  there  matured  , 

191..,  I  of  registered  interest,  and  that  being  a  nonresident 

f<Hrelgner,  I  am  exempt  from  the  Income  tax  Imposed  on  each  Interest 
bjr  the  United  States  €k>Temment  under  the  law  enacted  October  3,  191S, 

and  that  no  citizen  of  the  United  States  wherever  residing,  or  foreigner 
residing  in  the  United  States,  or  any  of  its  pofi8es8icms»  has  any  interest 
in  said  bonds,  coupons,  or  interest. 

Signatora  of  own»  of  bonds  

(QlTS  fsU  asne.) 

Address  

(Qini  ftfl  post-eOee  sddms.) 

Date  ,  191... 


TBMFOSABT  FROTISION. 

In  view  of  tho  fact  that  the  time  required  for  the  interpretar 
tion  of  the  law  and  preparation  an^  issuance  of  these  regulationa 
hrlnga  the  date  ao  near  NoT^nibw  1»  and  that  many  coapoaa 
pliable  upon  tluit  date  are  abeady  in  traaalt,  wlttumt  the  pn^ 
scribed  certificates  attached,  with  a  deaire  to  canae  aa  amall  aa 
amount  of  inconvenience  as  possible  to  bondholders  and  general 
business  as  may  be  compatible  with  the  provisions  of  the  law 
and  of  these  regulations,  the  following  temporary  provision  ia 
made: 

On  November  1, 1918*  and  for  16  daya  thereafter,  oonpcma  pre- 
aented  to  a  debtor  need  not  be  acoratpanied  by  eertUleatea  in  any 

of  the  fbrms  hereinbefore  deacribed,  proTlded  that  auch  coapone 

are  accompanied  by  a  certificate  substantially  in  the  following 
form: 
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fOBK  OF  TEXPOBABY  CS&lIFIGAm  WHICH  HAT  BB 
USED  ONLY  PBIOB  TO  NOTBHBEB  16,  1913,  SUBJECT 
10  SUBSTITDTION. 


I  (we)  hereby  certify  that  I  am  (we  are)  lawfully  entitled  to  pre- 
sent for  payment  the  accompanying  coupons  or  interest  orders  amount- 

to  $   (giving  amount)  representing  interest  matured  on 

ttie  following  bonds   (giving  name  of  debtor 

and  designating  the  description,  style,  and  numbers  of  the  bonds) ;  that 
said  coupon  or  interest  orders  came  into  my  (our)  possession  unac- 
companied by  a  certificate  of  ownership  of  said  bonds,  in  any  of  the 
forms  required  by  the  regulations  of  the  United  States  Treasury 
Department,  and  that  the  name  and  address  of  the  owner  of  such  bonds 

are  as  follows:   (give  name  and 

address  of  owner;  if  impossible  to  do  this,  so  state). 

Name  of  person,  firm,  or  corporation  presenting  coapons: 


Address  

On  or  before  February  1,  1914,  certlfleates  of  the  ownership 
of  any  of  the  bonds  upon  which  was  collected  the  interest 
refenred  to  in  sneh  temporary  certificates,  in  any  of  the  forms 
abore  set  forth,  may  be  delivered  to  the  debtor;  and  said  debtor 
mmj  tiierenpon  retnrm  any  sum  withheld  to  which  the  owner 
of  sneh  bonds  may  be  entitled  nnder  the  law  and  regnlatlons 
upon  the  faets  disclosed  by  raek  ownenhip  certlfleates.  Any 
temporary  eertiflcates  relating  to  bonds,  for  wMeh  eerttfleates 
of  ownership  shall  not  hare  been  substituted  with  the  Bebtor, 
shall,  on  or  before  Mareh  1, 1914,  bo  doUyofed  to  the  oollootor 
of  internal  reyenue. 

All  forms  of  certificates  herein  provided  for  shall  be  8  inches 
wide  and  3^  inches  from  top  to  bottom,  and  printed  on  paper 
conreBponding  in  weight  and  texture  to  gteaed  bond  paper  17  by  28, 
about  26  pounds  to  the  ream  of  600  sheets,  or  white  writing  paper 
21  by  82,  about  32  pounds  to  the  ream  of  500  sheets,  and  the 
person  or  corporation  first  receiving  coupons  or  interest  orders 
for  collection  shall  write  or  stamp  his  or  its  name  and  address 
and  date  on  the  back  of  said  certificates. 

W.  H.  OSBOEN, 

Commissioner  of  Internal  Revenue, 
Approved,  October  26,  1913. 
W.  G,  MoAnoo, 

8e&retary  of  the  Freanny  * 
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TREASURY  DEPARTMENT, 

OFFICE  OF  COMMISSIONER  OF  INTERNAL  REVENUE, 

WASHINGTON. 

REGULATIONS 

(Part  2) 

REGARDING  THE  DEDUCTION  OF  THE  INCOME  TAX 
AT  THE  SOURCE  ON  INCOME  OTHER  THAN  IN- 
TEREST MATURING  ON  BONDS,  NOTES,  AND  OTHER 
SIMILAR  OBLIGATIONS  OF  CORPORATIONS,  JOINT- 
STOCK  COMPANIES  OR  ASSOCIATIONS,  AND  INSUR- 
ANCE COMPANIES. 

Vmdmx  ihm  PvovlAions  of  Section  2  of  the  Federal  In^ome^Xax 

liHw  of  Octotier  8,  1913. 

The  •'Bource"  in  these  regulatione  shall  be  eonstrued  as  re- 
ferring to  the  place  where  the  Inoame  orlgiAatea. 

BY  WSOM  THE  NORMAL  TAX  SHALL  BE  BEBUCIEB  ANB 

WITHHELD. 

AH  persoim,  flrms,  etc.,  motioned  in  paragraph  B  of  this 
law,  hereinafter  referred  to  either  as  "Debtors*'  or  ''wlthhalding 

agents,"  namely: 

Copartnerships,  companies,  corporations,  joint-stock  com- 
panies, or  associations,  insurance  companies,  in  whatever 
capacily  acting,  including  lessees,  mortgagors  of  real  or  pw- 
sonai  property,  trustees  acting  in  any  trust  capacity,  esecn^ 
tors,  administrators,  agrats,  recelTers,  conservators,  employ- 
ers and  all  officers  and  employees  of  the  United  States  having 
the  control,  receipt,  custody,  disposal,  or  payment  of  interest 
(except  income  derived  from  interest  upon  bonds  and  mort- 
gages or  deeds  of  trust,  or  other  similar  obligationfl  of  cor- 
porations upon  which  the  nwinal  tax  of  1  per  cent  has 
otherwise  been  withheld  at  the  source,  as  provided  by  these 
regulations),  rents,  salaries,  wages,  royalties,  taxable  annu- 
ities, emoluments,   or  other  fixed  or  determinable  gains, 
profits,  and  income  of  another  person,  exceeding  $3,000  for 
any  taxable  year,  except  as  hereinafter  provided, 
shall  deduct  and  withhold  from  such  annual  gains,  profits,  and 
txMom  such  sum  as  will  be  sufficient  to  pay  the  normal  tax  of  1 
per  cent  imposed  thereon  by  section  2  of  this  act,  and  shall  make 
lawful  return  and  pay  the  taxes  so  withheld  to  the  collector  of 
internal  revenue  for  the  district  in  which  said  withholding  agent 
resides  or  has  his,  her,  or  its  principal  place  of  business. 
The  normal  tax  of  1  per  cent  shall  be  ithus  withheld  from  all 
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Income  deriTed  from  fixed  amiiial  periodical  rent  of  realty  or 
pmonalty*  interest  (except  as  herein  otherwise  provided),  sal- 
aries, royalties,  taxable  annuities,  and  other  fixed  apnwal  period- 
ical income  exceeding  $3,000. 

II£MS  UPON  WHICH  TAX  IS  NOT  TO  B£  WITHHELD  AT 

XHE  SOUHCIL 

(1)  Dividends  on  capital  stock,  or  from  the  net  earnings  of 
corporations  and  joint-stock  companies  or  associations  and  in- 
surance companies  subject  to  like  tax.  when  said  withholding 
agents  are  required  to  make  and  render  a  return  in  behalf 
of  another,  as  provided  li0rein«  to  the  coUeetw  of  his^  h&t,  m 
its  district 

(2)  Proceeds  of  life  insurance  policies  paid  upon  the  death  of 
the  person  insured,  or  pajnments  made  by  or  credited  to  the  in- 
sured, on  life  insurance,  endowment,  or  annuity  contracts,  upon 
the  return  thereof  to  the  insured  at  the  maturity  of  the  term 
mentioned  in  the  contract,  or  upon  the  surrender  of  contract — 
all  of  which  shall  not  be  included  as  income  under  this  law— ibut 
this  shall  not  be  construed  to  exempt  said  Insurance  companies 
trcm  witldtolding  and  paying  the  nwmal  tax  of  1  per  crat  on 
interest  income  paid  by  insurance  companies  to  beneficiaries  of 
policies  when  said  interest  exceeds  |3>000. 

(3)  Income  of  an  individual  which  is  not  fixed  or  certain,  and 
payable  at  stated  periods,  or  is  indefinite  or  irregular  as  to 
amount  or  time  of  accrual,  shall  not  be  withheld  at  the  source* 
but  shall  be  returned*  and  the  tax  shall  he  paid  thereon  by  the 
individuaL 

Income  derived  from  the  following  professions  and  vocations 
come  under  this  head:  Farmers,  mercluuits,  agents  compen- 
sated on  the  commission  basis,  lawymi,  doctors,  authors.  In- 
ventors, and  other  professional  persons. 

Such  persons  shall  make  personal  return  of  all  their  income, 
provided  their  total  income  from  all  sources  exceeds  $3,000. 
F«r  oample:  When  a  lawyer  receives  a  retainer  of  $5,000  as 
a  special  fee,  a  dedoetion  therefrmi  shall  not  be  made  by  the 
payer,  but  when  a  lawyer  receives  a  retainer  of  $5,000  per 
annum,  and  the  exemption  claimed  is  $3,000,  $2,000  of  such  in- 
come would  be  taxed  and  the  tax  retained  at  the  source,  or  if 
his  exemption  claimed  should  be  $4,000,  $1,000  of  such  income 
would  he  taxed  aad  ^e  tax  thereon  withheld  at  the  sonree. 

(4)  The  value  of  property  acquired  by  gift,  bequest,  devise, 
or  descent. 

(5)  Interest  upon  the  obligations  of  a  State  or  any  political 
subdivision  thereof,  and  upon  the  obligations  of  the  United  States 
Iff  its  possessions;  also  the  eempenes^on  of  the  j^resent  I^reddent 
0f  fba  United  States  during  tbe  term      vliicli  be  has  been 
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elected,  and  of  the  judges  of  the  Supreme  and  inferior  courts  of 

the  United  States  now  in  office,  and  the  compensation  of  all 
oflScers  and  employees  of  a  State  or  any  political  subdivision 
thereof  paid  by  a  State  or  any  political  subdivision  thereof,  ex- 
e^t  when  such  compensatikm  is  paid  by  the  United  States 
Ckyv^mment. 

This  exonpts  from  the  income  tax  all  salaries  paid  to  an  indi- 
vidual by  a  State  or  any  political  subdivision  thereof,  including 

the  salaries  of  State,  county,  and  municipal  officers,  the  salaries 
of  public-school  teachers,  and  special  compensation  paid  by  States 
or  subdivisions  thereof  for  professional  services*  whether  in  the 
shM^  of  salariea  or  «;»ecial  fees. 


NOKMAL    TAX    ON    THE    SAME    INCOME    IS    TO  BE 

HELD  BUT  ONCE. 

The  normal  tax  of  1  per  cent  diall  be  deducted  and  withheld 

at  the  source^  and  payment  made  to  the  Collector  of  Internal 
Revenue  as  provided  in  the  law,  by  the  Debtor  or  his,  her,  or  its 
duly  appointed  agent  authorised  to  make  such  deduction  and 
payment. 

No  other  pwson*  llrm»  ot  oiv&nisation,  in  whatever  capad^ 
acting,  having  tbe  receipt,  custody,  or  dlivcsal  of  any  incomep  as 
herein  provided,  shall  be  required  to  again  deduct  and  withhold 

the  normal  tax  of  1  per  cent  thereon:  Provided,  That  any  person, 
firm,  or  organization  in  whatever  capacity  acting,  other  than  the 
Debtor  who  has  withheld  said  tax,  shall  file  with  the  Collector 
of  Internal  Revenue  for  his,  her,  or  its  district,  a  certificate  in 
substantially  the  foUowtaig  form: 

Form  of  certificate  to  he  filed  ty  persons,  firms,  or  organizations  re- 
quired to  withhold  and  pay  said  taw  other  than  the  Debtor  at  the 
source, 

TO:   OoUm^  of  Jatorael 

(Name  ot  coUector  of  internal  revenue.) 


(Give  address  and  designate  district.) 

of  Ibe 


(Pmos,  ins  m  wgaalaattoa.)  (OspicUy  la  wlildi  actmg.) 

of   ,  do  solemnly  swesr  that  I  (we) 

(BostoStoe  addrass  ) 

received  of    $  same  befng 


income  derived  from   • 

(State  mrest  utettMr         aalaxy.  er  ottar  soaroas.) 

S7 


belonging  to   ,   •  

(Give  awne  at  peraoa  to  wIuhb  inccNne  It  doe.)  (Addieas.) 

and  that  the  tax  thereon  Amounting  to  $  ,  to  which  said  poncm 

!■  sabjecty  has  been  withheld  at  the  sooree  of  said  income  tqr 


(Name  oC  ymoak  withholding.)  (PoatoflOce  address.) 

(Signed)  

Address   

(Street  end  nomim.) 


(Oitar  and  State.) 

Date.   191  

EXEMPTIONS  WHICH  MAT  BE  CLAIMED  BY  INDITIDUALS. 

Any  person  subject  to  the  normal  tax  of  1  per  cent,  the  amount 
of  which  ig  withheld  or  is  to  be  withheld  at  the  aoarce*  wishing 
to  avail  himself  or  herself  (tf  the  ez^ption  provided  in  para- 
graph C,  section  2,  of  this  act  (|3,000  or  $4,000,  as  the  case  may 
be)  must  file  with  the  withholding  agent,  not  later  than  30  days 
prior  to  the  day  on  which  the  return  on  his  income  is  due,  a 
notice  in  the  following  form: 

Form  for  claiming  ewempiion  of  fhe  source  as  provided  in  paragraph  O, 
BeeHam  t,  of  the  Federal  ineome-tam  Ukm  of  October  8,  1918. 

To   

(GiTe  name  of  wlthbiMSag  agent) 


(PoaMBee  addreaa.) 

I  hereby  serve  yon  with  notice  that  I  •  am 

$k$gie— married  and  living  with  my  wife  limtibtmA^  moA  now  claim  the 

(Strike  out  so  aa  to  show  statoa  correctly.) 

benefit  of  the  exemption  of  $  ,  as  allowed  in  paragraphs  C 

and  D  of  section  2  of  the  Federal  income-tax  law  of  October  3,  1918 
(my  total  exemption  under  said  paragraphs  being  %  ). 

Signed:  , 

Address:   , 

(Street  and  number.) 

*  * " "  (Ci^  and  State.) 

Date:   ,  191..... 

BT  WHOM  EXEMPTIONS  UNBEB  PARAORAPH  C»  SECTION 
8,  OF  THIS  ACT,  MAT  BE  CLAIMED. 

Every  single  person,  or  every  married  person  not  living  with 
wife  or  husband,  who  is  liable  for  the  normal  income  tax  under 
this  law  may  claim  a  total  deduction  of  |3,000  from  net  income, 
da  which  dedactioa  he  or  she  is  exempt  from  said  Bonoal  tax 
of  1  per  cent 

Where  a  husband  and  wife  live  together  and  only  one  of  them 
has  an  annual  income  liable  for  the  normal  tax  of  1  per  cent. 
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then  the  husband  or  wife  who  has  the  income  diall  make  rrtnni 

and  pay  the  said  tax  and  may  claim  and  deduct  an  exemption 
of  14,000. 

But  if  a  husband  and  wife  live  together  and  each  has  an 
annual  inoraie  liable  for  the  normal  tax  of  1  per  cent»  then  in 
that  event  they  shall  make  a  separate  retnm,  and  the  $4,000  ex- 
emption allowed  to  a  husband  and  wife  whoi  living  together  nuy 

be  claimed  and  deducted  by  either  the  husband  or  wife,  aa  they 
may  mutually  agree  (but  not  by  both  separately),  or  the  said 
exemption  shall  be  prorated  between  them  in  proportion  to  their 
net  inctuaaie. 

AM01WT  OF  EXEMPTION  ALLOWABLE  FOB  1918  UNOEB 
PABAOBAPH  C  SECTION  8,  OF  THE  FEB- 
EBAL  INCOME-TAX  LAW. 

For  the  present  year  of  1913  (from  March  1  to  December  31) 
exemptions  allowed  under  paragraph  C  of  this  law  will  be  five- 
sixths  of  those  of  the  calendar  year,  as  specified  in  paragraph  D, 
namely,  |2,600  if  the  exemptton  is  |3,000,  or  $3^.33  if  the  ex- 
emption is  |4»000,  aa  the  case  magr  be. 

WHEN  AND  ON  WHAT  AMOUNT  THE  NOBMAL  TAX  OF 

1  PEE  CENT  SHALL  BE  WITHHELD. 
A  withholding  agent  who  pays  monthly  or  periodically  dur- 
ing the  year  interest  (except  income  derived  from  interest  upon 
bonds  and  mortgages,  or  deeda  ot  trust,  other  similar  obUga- 
tions  of  corporations,  etc,  upon  whi<di  the  normal  tax  of  1  pw 
cent  has  been  withheld  at  the  source,  as  provided  by  relations), 
rents,  salaries,  wages,  etc.,  shall  not  withhold  the  said  tax  until 
such  time  as  the  rents,  salaries,  wages,  etc.,  shall  have  reached  an 
aggregate  amount  in  excess  of  $3,000.  When  such  an  amount  has 
been  reached,  he»  ahe,  or  it  shall  withhold  the  tax  on  the  whole 
13,000  and  excess  thereof,  wle$9  the  person  to  whom  the  inccmie  is 
due  files  with  him,  her,  or  it  the  notice  above  provided,  claiming  ex- 
emption under  paragraph  C  of  section  2  of  this  act,  in  which  case 
the  withholding  agent  shall  withhold  only  the  tax  on  the  income 
in  excess  of  said  exemption  of  $3,000  or  $4,000  (as  the  case  may 
be),  and  the  tax  ao  withheld  ahall  be  returned  and  paid  aa  re- 
quired by  law. 

BBBUCTIONS  TO  BE  MABE  IN  COMPimNO  NET  INCOME. 

Any  person  subject  to  the  normal  income  tax  of  1  per  cent,  a 
part  of  whose  income  is  withheld  or  is  to  be  withheld  at  the 
aouroe*  who  may  wish  to  avail  himself  of  the  deductions  author- 
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taed  in  aubsection  B,  section  2,  of  this  act,  may  file  either  with 
the  Collector  of  Internal  Revenue  for  the  district  in  which  return 
is  made  for  him,  or  with  the  withholding  agent,  not  later  than  30 
dayi  to  March  1*  a  return  and  aatifie  in  aubstaatiaUy  the 
foUowIng  tram: 

Form  No  

UNITBD  8TATBS  INTBRNAL  BEVBNUB 

Return  making  application  for  deductions,  as  provided  by  paragraphs 
B  and  E,  section  2  of  the  Federal  income-tax  law  of  Octobor  8,  UK. 

1^   

(Name  of  withholding  agent) 

(Street  and  number.) 


{Town  or  city.)  (State.) 


1  hereby  eolenmly  declare  that  the  following  is  a  true  and  correct 
return  of  my  gains,  profits,  and  Income  from  all  other  sources  for  the 
calendar  year  ended  December  31,  191—  (from  March  1  to  December  31 
for  the  year  1913),  and  a  true  and  correct  return  of  deductimiB  asked 
for  under  paragraph  B  of  eecti<m  2  of  the  act  of  Oetober  19U,  mmH 
I  hereby  eliUin  dedneUima  aa  fiMywa  below. 

^fi^rfmirt  of  gaiiia,  profits,  interests,  rents,  royalties,  profits 
from  eo-paitaerdiipe,  anA  laeesae  from  all  4tfMr  soureea 

wkatsoever  ♦  

DEDUCTIONS. 

Ii  The  amount  of  necessary  expenses  actually 
paid  in  carrying  on  business,  except  busl- 
aess  expenses  of  partnerships,  and  not  ia- 
elndlnir  personal,  liTiag,  w  fainilr  eapensss  I  

S.  All  interest  paid  within  the  year  on  personal 

indebtedness  of  taxpayers   I  

8.  All  national.  State,  county,  school,  and  mu- 
nicipal taxes  paid  within  the  year  (not  in- 
eluding  those  assessed  against  local  bene- 
fits)  I  

4.  Losses  actually  sustained  during  the  year  In- 

curred in  trade  or  arising  from  fires,  storms, 
or  shipwreck  and  not  compensated  for  by 
insurance  or  otherwise   I  

5.  Debts  dne,  irti^ich  hare  been  actually  ascer- 

tained to  be  worthless  and  <diarged  ott 

within  the  year    $  

6.  Amount  representing  a  reasonable  allowance 

for  the  exhaustion,  wear,  and  tear  of  prop- 
erty arising  oat  of  Its  use  or  employment 
In  the  business,  not  to  exceed  in  the  case  of 
mines  5  per  cent  of  the  gross  value  of  the 
output  for  the  year  for  which  the  computa- 
tion is  made,  but  not  including  the  expense 
of  restoring  prc^erty  or  maUag  good  the 
exhaustion  thereof,  for  which  an  allowanee 
la  or  has  been  made  .••«••.  I  


7.  Hie  amount  reeeived  as  dividends  upon  the 
stoek  or  from  the  net  earnings  of  any  cor- 
poration, Joint-stock  company,  association, 
or  insurance  company  which  is  taxable 

npon  Its  net  Income   I  

S.  The  amount  of  Income,  the  tax  upon  which  has 
been  paid  or  withheld  for  payment  at  the 

Bonree  of  income  |.....  

$ 

Total  deductions*.  ( 

Date  ,  191....  (Signed)  


Nom — Money  or  other  thinfs  of  valne,  disposed  of  by  gift,  donation,  or  en- 
Sownentt  disU  not  be  eedocted  or  be  made  the  basis  for  a  deduction  from  the 
ineone  of  petsoas  or  cogpotstions  in  their  tax  retnms  under  the  income-tax  law. 

Money  or  other  things  of  Talae^  disposed  of  by  gift,  donation, 

or  endowment,  shall  not  be  deducted  or  he  made  the  basis  for  a 
deduction  from  the  income  of  persons  or  corporations  in  their 
tax  returna  under  the  incomo-tax  law. 

AMOUNT  OF  DEDUCTION  AULOWABLE  FOB  Itlt  AOOOBD- 

ING  TO  PARAGRAPHS  B  AND  D  OF 
SECTION  2  OF  THIS  ACT. 

Fior  the  preamt  year  <tf  1918  (from  Mardi  1  to  December  81) 
the  deductions  allowed  under  paragraph  B  shall  be  fl¥e«iztii8  of 

the  deductions  allowable  for  a  calendar  year,  as  specified  In  para- 
graph D  o£  this  law. 

AMOUNT  OF  TAX  TO  BE  WITHHBtB  FOB  1919,  ABB  WXBM 

WITHMELB. 

The  withholding  agent  is  not  required  to  deduct  and  withhold 
prior  to  Noyember  1, 1913»  the  nOTmal  tax  of  1  pw  eent  fw  wliieh 
an  indiyidiial  la  liable. 

Whenever  the  total  amount  of  inc<»ne  paid  to  any  person  by 
a  withholding  agent  after  October  31,  1913,  shall  he  in  excess  of 
$3,000,  then,  in  that  event,  the  withholding  agent  shall  be  liable 
for  and  shall  deduct  and  withhold  the  tax  on  such  amount,  unless 
such  person  shall  file  a  claim  for  an  exemption  as  allowed  in  para- 
graph D  ct  this  act,  the  amonnt  of  exei^ptioiL  allowable  being 
^,600  it  tbe  annual  exemption  is  $8,000,  or  |8»88M8  if  tbe  anmial 
exemption  is  |4,000,  as  tbe  case  may  be. 
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f  ££SONS  FSISICALLY  UNABL£  TO  MAKE  BEIUfiNS. 
If  a  pmon  subject  to  said  tax  part  of  whose  incraie  is  witb* 
held  or  is  to  be  withheld,  is  a  minor  or  insane  person,  or  Is  ab- 
sent from  the  United  States,  or  unable  to  make  the  application 

or  return  because  of  serious  illness,  the  application  or  return 
may  be  made  by  the  withholding  agent,  who  shall  make  the  fol- 
lowing oath  under  the  penalties  of  this  act: 

Form  of  oath  required  of  a  uoitKholding  agent  xohen  acting  for  another 
in  filing  return  and  making  application  for  deductions  allowable 
under  paragraph  B,  m  prwMed  in  parmgnph  B,  moMos  o/  the 
Federal  ineome-iM  law  of  October  3, 1918. 

I  hweby  swear  (ot  aflim)  that  I  haye  sofDciant  knowledge  of  the 

affairs  and  property  of    to  enable  me  to 

(Naming  perm  tad  sddreM  for  whom  tettng.) 

make  a  fall  and  comi^lste  return  for   ,  and  that  the 

(Naming  person.) 

return  of  Income  and  applieation  fw  dedncttons  made  by  me  are  true 
and  accurate. 

(Signed   

Address  

<StrMt  ud  MBBber.) 


(City  and  State.) 

Date:....  ,  1»1...«. 

Signed  and  sworn  to  before... ••••••  » Idl 


PENALTDBa 

Subsection  F  of  section  2  of  the  income-tax  law  provides  inter 
alia  as  follows: 

Any  person  or  anj  officer  of  any  oorporatlon  required  by 
law  to  make,  render,  sign,  or  yerify  any  retnrn  who  makes 
any  false  or  fraudulent  return  or  statement  with  intent  to 
defeat  or  evade  the  assessment  required  to  be  made  shall  be 
gnilty  of  a  misdemeanor  and  shall  be  fined  xM>t  exceeding  $2,000 
m  he  imprlsenei  not  exceeding  one  year,  er  feothi  ta  the  discre- 
tion of  the  conrt.  with  the  corts  of  prosecotion. 

W.  H.  OSBOSN, 

(hmmUiianer  of  Internal  BewfMe. 

Approved  October  31,  1913. 

W.  O.  McAnoo^ 

Becretary  of  the  Treaewry. 
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THE  FIFTH  AVENUE  BANK 
OF  NEW  YORK 

Fifth  Avemie  at  Forty-fourth  Street,  New  York  City 


re  invked  to  confer  with  us  fegaidine 
INCOME  TAX  PROBLEMS 


Collecting  Income — relieving  depositors, 
as  far  as  possible,  of  the  attention  to  detail  and 
Ac  inconvenience  incident  thereto — is  one  of 

mtmy  Special  Service  features  of  this  bank 

We  will  gladly  assist  and  advise  dtose  who 
desire  to  avail  themselves  of  our  services 


A.  S.  Frissell,  Ptemient 
B.  H.  Fancher,  Vice-President         Theo.  HrmA,  Cs^er 
W.  G.  GAsroN,  Aset  Caahicr  W.  C.  Muarar,  Aatt  Cwdikr 


SAFE  DEPOSIT  VAULTS 


